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DEPARTMENT OF CONSUMER AFFAIRS
CALIFORNIA BOARD OF ACCOUNTANCY
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MINUTES OF THE
November 19, 2004
BOARD MEETING

The Crowne Plaza Hotel
5985 West Century Blvd.
Los Angeles, CA 90045-5463
Telephone: (310) 642-7500
Facsimile: (310) 342-7010

. Call to Order.

President lan B. Thomas called the meeting to order at 9:02 a.m. on Friday,
November 19, 2004, at the Crowne Plaza Hotel in Los Angeles and ALJ
Magnuson and the Board heard Agenda Item XI.A. The Board then
convened into closed session to deliberate and consider Agenda ltems
X.B-l. The Board reconvened into open session at 11:46 a.m. The Board
broke for lunch at 12:24 p.m. and reconvened at 1:28 p.m. The Board
adjourned at 2:32 p.m.

Board Members November 19, 2004
lan B. Thomas, President 9:02 a.m. to 2:32 p.m.
Renata Sos, Vice President 9:02 a.m. to 2:32 p.m.
Stuart Waldman, Secretary-Treasurer 9:02 a.m. to 2:32 p.m.
Ronald Blanc 9:02 a.m. t0 2:32 p.m.
Richard Charney 9:02 a.m. t0 2:32 p.m.
Ruben Davila 9:25 a.m. to 2:32 p.m.
Donald Driftmier 9:02 a.m. t0 2:32 p.m.
Charles Drott ‘ Absent

Sally A. Flowers 11:30 a.m. t0 2:32 p.m.
Sara Heintz 9:02 a.m. to 2:32 p.m.
Gail Hillebrand 9:02 a.m. to 2:32 p.m.
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Thomas lino 9:02 a.m. to0 2:32 p.m.

Clifton Johnson 9:02 a.m. to 2:32 p.m.
Olga Martinez 9:02 a.m. to 2:32 p.m.
David Swartz 9:02 a.m. to 2:32 p.m.

Staff and Legal Counsel

Mary Crocker, Assistant Executive Officer

Patti Franz, Licensing Manager

Michael Granen, Deputy Attorney General, Board Liaison
Aronna Granick, Legislation/Regulation Analyst

Robert Miller, Legal Counsel

Greg Newington, Chief, Enforcement Program

Theresa Siepert, Executive Analyst

Carol Sigmann, Executive Officer

Liza Walker, Renewal and Continuing Competency Analyst

Committee Chairs and Members

Nancy Corrigan, Chair, Qualifications Committee
Harish Khanna, Chair, Administrative Committee
Randy Miller, Member, Administrative Committee
Gary O’'Krent, Member, Peer Review Task Force
Michael Williams, Vice Chair, Qualifications Committee

Other Participants

Bruce Allen, California Society of Certified Public Accountants (CalCPA)
Tom Chenowith

Julie D’Angelo Fellmeth, Center for Public Interest Law (CPIL)

Mike Duffey, Emst & Young LLP

Katy Gould, Society of California Accountants (SCA)

Richard Robinson, Big 4 Accounting Firms

Hal Schultz, California Society of Certified Public Accountants (CalCPA)
Harold Shively, Society of California Accountants (SCA)

Norma Nick Taylor, California Society of Accounting and Tax Professionals (CSATP)
Jeannie Tindel, California Society of Certified Public Accountants (CalCPA)
Sarah Weber, Center for Public Interest Law (CPIL)

Charlene Zettel, Director, Department of Consumer Affairs

Board Minutes.
A. Draft Board Minutes of the September 10, 2004, Board Meeting.

The draft minutes of the September 10, 2004, Board meeting were
adopted on the Consent Agenda. (See Agenda ltem XII.B.)
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The minutes of the September 9, 2004, CPC meeting were adopted
on the Consent Agenda. (See Agenda Item XII.B.)

D. Legislative Commiittee.

1.

Update on Legislation.

Mr. Waldman reported that the Board had been monitoring the
following bills and that they had been signed into law by the
Governor.

AB 2150 by Assembly Member Levine was sponsored by the Board.
It amends the cost recovery law to permit cost recovery in
disciplinary matters involving any violation of the Accountancy Act.
This law goes into effect January 1, 2005.

Mr. Waldman reported that the Board sponsored provisions in SB
136 by Senator Figueroa, an omnibus bill, to extend the deadline for
applicants for licensure under Pathway 0 and to allow those
applicants.to transition to the new requirements. Mr. Waldman
indicated that this bill was an urgency measure and it is currently in
effect.

SB 1262 by Senator Sher was sponsored by the Attorney General's
Office with the objective of improving the administration of charitable
trusts. It includes requirements for audits of charitable trusts.

Mr. Waldman noted that former AC Chair, Mr. Olaf Falkenhagen,
provided comments that lead to amendments improving the bill. SB
1262 will go into effect on January 1, 2005.

Mr. Waldman reported that SB 1543 by Senator Figueroa was the
Board’s Sunset Review bill and included the practice privilege
provisions and the Board’s expanded fine authority. SB 1543 will go
into effect on January 1, 2005; however, the practice privilege
provisions will not'become operative until January 1, 2006.

Mr. Waldman indicated that the Board was also mornitoring the |
following bills that were vetoed by the Governor.

AB 320 by Assembly Member Correa would have prohibited a
licensee of a DCA board (including this Board) from including in a
civil settlement a provision that prohibits the other party from filing a
complaint with the Board or cooperating in a Board disciplinary action
against the licensee. The Board supported this bill. In his veto
message, Governor Schwarzenegger indicated that AB 320 would
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needed to address this matter. Instead, staff were directed to
develop questions and answers to provide general guidance to
practitioners in this subject area.

It was moved by Ms. Hillebrand, seconded by Mr. Driftmier, and
unanimously carried to adopt the revised language.

E. Enforcement Program Oversight Committee (EPOC).
1. Draft Minutes of the September 9, 2004, EPOC Meeting.

The draft minutes of the September 9, 2004, EPOC meeting were
adopted on the Consent Agenda adding that Mr. Driftmier was in
attendance. (See Agenda ltem XII.B.)

F. Practice Privilege Task Force (PPTF).

1. Minutes of the September 9, 2004, Practice Privilege Task Force
Meeting.

The minutes of the September 9, 2004, Practice Privilege Task
Force meeting were adopted on the Consent Agenda. (See Agenda
ltem XII.B.)

2. Minutes of the October 5, 2004, Practice Privilege Task Force
Meeting.

It was moved by Mr. Thomas, seconded by Mr. Driftmier, and
unanimously carried to adopt the October 5, 2004, Practice
Privilege Task Force minutes changing the date on Agenda
Item | from July 15, 2004, to September 9, 2004.

3. Report on the October 5, 2004, Practice Privilege Task Force
Meeting.

Ms. Sos thanked Ms. Sigmann and her staff for their incredible work
during the nine-month process of getting the practice privilege
statute from concept to signed legislation. Mr. Thomas also
congratulated Ms. Sos for her hard work throughout the process and
indicated that the Board owed a tremendous debt of gratitude to her
for spearheading this project. Ms. Sos thanked the Task Force,

Ms. D’Angelo Fellmeth, Mr. Duffey, and Mr. Robinson for working
with the Board on this from the beginning.
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a. Recommendation Regarding a Process to Address Changes in
Reported Information That Occur During the Term of the Practice
Privilege.

As background, Ms. Sos reported that under the usual practice
privilege process, an individual provides the notification and fee
to the Board and then may begin practicing under the privilege.
However, there are certain disqualifying conditions which will
prevent the individual from getting a privilege without approval by
the Board. Ms. Sos indicated that the Task Force developed a
procedure to address the situation in which a disqualifying
condition occurs during the one-year term of the practice
privilege. Ms. Sos noted that the Task Force was recommending
Board approval of this procedure which is outlined in

Ms. Granick’s November 5, 2004, memo (Attachment 6.) with
one modification: if a disqualifying condition occurs during the
term of the practice privilege, the individual is obligated to cease
the practice of public accountancy in California immediately.

It was moved by Ms. Sos, seconded by Mr. Driftmier, and
unanimously carried to adopt the Task Force’s
recommendation.

b. Recommendation Regarding Whether it Should be a
Disqualifying Condition to Have an Unpaid Fine Related to
Practice Privileges.

Ms. Sos reported that the Board is empowered by statute to
impose by regulation disqualifying conditions in addition to the
ones specified in statute. Ms. Sos noted that this Board has
already specified that it is a disqualifying condition to have an
unresolved administrative suspension and to fail o respond to a
Board inquiry. The Task Force is recommending to the Board
that it also be a disqualifying condition to have an unpaid fine
related to a prior practice privilege.

It was moved by Ms. Sos, seconded by Mr. Swartz, and
unanimously carried to adopt the Task Force’s
recommendation.

4. Report on the November 18, 2004, Practice Privilege Task Force
Meeting.

See Agenda ltem VIII.F.4.b.
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a. Consideration of a Method for Verification of Attest Experience
Through Random Audit.

There was no report on this agenda item.
b. Consideration of Draft Regulations.

Ms. Sos reported that there was a copy of the draft regulations
provided in the agenda packet. The Task Force is currently in
the process of fine-tuning the regulations and concurrently
refining the form. Ms. Sos indicated that a revised version of the
regulations will be presented to the Board for its consideration at
the January meeting.

c. Consideration of Revised Notification Form.

Ms. Sos reported that the Board had previously approved as a
policy matter that the notification form itself would not be put into
the regulations, but that the regulation would instead describe
the contents of the form in sufficient detail. She indicated that
the Task Force is debating whether that approach will work and
may bring back to the Board in January a request to reconsider
that decision.

i. Consideration of Language for Electronic Signature.
See Agenda Item VIII.F .4.c.

d. Consideration of a Checklist for Processing Notifications That
Contain Disqualifying Conditions.

There was no report on this agenda item.

G. Peer Review Task Force.

1.

Report on the October 12, 2004, Peer Review Task Force Meeting.

Ms. Hillebrand indicated that she was giving the report for Mr. Drott
who could not be in attendance. Ms. Hillebrand reported that
following a 19-month hiatus in which the Task Force was waiting for
things to develop at the federal level, the Peer Review Task Force
met on October 12, 2004, for its third and final information-gathering
meeting. The Task Force heard reports about the AICPA’s two peer
review programs and about the PCAOB'’s inspection program.
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Board Agenda Item VII.F.1
November 19, 2004

PRACTICE PRIVILEGE TASK FORCE
MINUTES OF THE MEETING
FINAL
September 9, 2004
Hyatt Regency
1209 L Street
Sacramento, CA 95814

CALL TO ORDER

Renata Sos, Chair, called the meeting of the Practice Privilege Task Force to order at
8:40 a.m. and welcomed the participants. Ms. Sos noted that a quorum of the Board
(eight members of the Board) was not present at this meeting.

Present:

Renata Sos, Chair
Sally Flowers

Gail Hillebrand
Thomas iino
Harold Schultz

Jan Thomas (Absent)

Staff and Legal Counsel

Mary Crocker, Assistant Executive Officer

Patti Franz, Licensing Manager

Michael Granen, Deputy Attorney General

Aronna Granick, Legisiation/Regulations Coordinator
Bob Miller, Legal Counsel

Greg Newington, Chief, Enforcement Program
Theresa Siepert, Executive Analyst

Carol Sigmann, Executive Officer

Liza Walker, RCC Analyst

Other Participants

Richard Charney, Board Member

Tom Chenowith

Julie D’Angelo Felimeth, Center for Public interest Law
Donald Driftmier, Baord Member

Michael Duffey, Ernst and Young LLP




“Harisk Kahnna, Administrative Committee Ghair
Olga Martinez, Board Member
Richard Robinson, Richard Robinson and Associates
Diane Rubin, NASBA Vice Chair-Elect
Jeannie Tifdel, California ‘Stéiety of Certified Public Accountants

l. Minutes of the July 15, 2004t,4..Meetjn,g.

It was moved by Ms. Hlllebrand seoon‘ded by Mr. Schultz and unanimously
carried to approve the minutes of the July 15, 2004 meetlng

I[. Update on Status of Practice Privilege Leglslatlon )
Ms. Sos reported that SB 1543 (Flgueroa) “the legrslatlon ‘containing the practice
privilege provisions, was on the Governor's desk. She noted that the votes on the bill
both in the Assembly and the Senate were closer than expected and many Republicans
voted “no.” However, she believed the practice privilege provisions were fiét ke source
of thelr.aoonoern Ms. Sigmann added that the Department of Consumer Aﬁarrs was
finishing. its ana. dl
the Frahchlse'Tax Board were'th mg-st troubhng #
Ill. Consideration of Whether the Board Should Accept NASBA s DeS|gnat|on of States
as Substantially Equivalent (Subject to Board Review) or Develop its Own List.:

e ot

A. Presentation by Diane Rubin of NASBA.

cons;derAgenda Items I and v together In her introductory remarks, Ms. Sos noted
that the National Association of State Boards of Accountancy (NASBA): already,makes
determinations regarding which states are “substantially equivalent” and through
CredentialNet, performs a similar service for individuals who meetigduc .
experience requirements substantially equivalenttothieddniform-Ac
(UAA).

its own continuous oversight and monltonng, to aocept deterrmna
such as NASBA. She indicated the issue before:the TaskiForc
appropriate course of action. She added that the guidingfactors:
the same factors that guided the development of the practice.privilege .
and foremost to protect California’s consumers, second to avoid:unnecessary. workload‘ “
for staff, and also to promote uniformity across states and make the movement of
qualified individuals across borders as seamless as possrbie

Ms. Sos noted that after reviewing the materials that had been prowded at prevrous
Task Force meetings, it appeared to:her that NASBA uses a very rigorous process to_ 'g
determine substantial equivalency, both for states and for.individuals. -Ms Sos’

welcomed Ms. Rubin and explained that Ms. Rubin was- aﬁendlng 1o, help the. Task
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Force sort through this information. Ms. Rubin was uniguely positioned to assist the
Task Force because she was a former Board President and shares the Board’s
commitment to consumer protection. In addition Ms. Rubin, as Vice Chair-elect of
NASBA was able to provide a national perspective.

Ms. Rubin complimented the Task Force for its work in developing the practice privilege
statutes which she described as a significant step forward beyond the temporary
practice rules. She noted that practice privileges are consistent with the goal of
maximizing consumer protection while at the same time having an efficient and effective
cross-border procedure that encourages compliance. '

Ms. Rubin explained that substantial equivalency focuses on the “3Es” of education,
examination, and experience. For states, NASBA’s National Qualification Appraisal
Service Board reviews a state’s laws and regulations to determine if it is substantially
equivalent to the UAA. This review is done on a very regular basis. Based on a recent
review, Colorado had been removed from the list because it no longer has the 150 hour
requirement. Also, Pennsylvania had been added.

Ms. Rubin noted that sometimes a state asks to be reviewed. For example, California
requested to be reviewed because California law requires 150 hours of education at the
point of licensure and not at the point of the examination. California was determined to
be substantially equivalent in spite of this variation. The emphasis on “substantial”
rather than “absolute” equivalency provides for consumer protection while at the same
time facilitating efficient and effective cross-border practice.

Ms. Rubin indicated that the list of substantially equivalent states is available at no
charge from NASBA. The alternative would be for Board staff or a Board committee to
review the laws and regulations of all of the states and to repeat this review on a regular
basis. ‘

Ms. Rubin then discussed ethics and ethics education. She indicated it is an important
focus for NASBA even though it is not part of the substantial equivalency determination.
She reported that the Education Commitiee of NASBA is proposing that ethics be a
required component of the 150 hours of education. She aiso indicated that the Ethics
Committee of NASBA is considering a continuing education course that would be
acceptable to various state boards. She observed that most ethics courses are similar
and emphasize independence which is the second Generally Accepted Auditing
Standard. She noted that questions related to independence make up a significant
portion of the auditing section of the Uniform CPA Examination. Consequently, CPAs
from other states are very familiar with this subject.

Ms. Rubin then discussed substantial equivalency determinations for individuals. She
explained that when making a determination of an individual's substantial equivalency,
NASBA’s CredentialNet conducts a very thorough review which inciudes reviewing
coliege transcripts and verifying experience. She noted that CredentialNet tailors its
services to the needs of a particular state.



Ms. Rubin concvded her remarks by gl a’ung she- belleved NASBA was domg a very
thorough job and that its sefvices fatilitatéd croés=border: prac’uce Wh
time providing excellient consumer protectiof.
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not qualn‘y for practice pnvneges underthes“four of ten” rule lt lS antlcrpated tha
will not be many CPAs in this-group. A CPA seeking a substantial equrvaiency
determination would provide CredentialNet with documents establishing his or her
professional credentrals and would paythe $100.fee. Creden’ualNet’s review, would take
approxrmately six to _eight weeks -After belng deemed. substantlally equrvalent by .
PR l.t .
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regulatlons :



It was moved by Ms. Flowers and seconded by Mr. Schultiz to recommend that the
Board accept NASBA’s determinations in both areas. It was the intent of the
motion that this would be the only method through which these determinations
would be made. During the discussion Ms. Hillebrand asked if the Board could request
that CredentialNet consider ethics requirements in making its determinations. Ms. Sos
indicated that the Board could inform CredentialNet that ethics is a priority and request
that CredentialNet's review ensure that the ethics requirement in the CPA’s home state
had been met. Ms. Sos also indicated that it was her understanding that, consistent
with the Board’s obligation not to delegate its authority, the Board’s acceptance of
NASBA'’s list and credentialing program would be subject to continuous monitoring, and
the Board would have the ability to add or subtract states from the list as appropriate.
After discussion, the motion was unanimously carried.

IV. Consideration of Whether the Board Should Accept NASBA’s Determination of an
Individual’s Substantial Equivalency or Use Some Other Method for Assessing the
Qualifications of CPAs from Non-Substantially Equivalent States
A. Presentation by Diane Rubin of NASBA.

B. Discussion.

See Agenda item lIl.

V. Consideration of Whether There Should Be a “Safe Harbor” Period for Providing
Notification to the Board.

Ms. Sos introduced Agenda ltems V and VI together. She indicated that they relate to
two questions: 1) When is notice due? and 2) What should the Board do when the
payment is not received, is lost, or the payment check is dishonored? She noted that
the statute authorizes the Board to address both issues in regulations.

With regard to whether there should be a “safe harbor” period, Ms. Sos indicated that
the materials for the meeting included two memos (see Attachments 1 and 2)
summarizing the arguments for and against establishing a safe harbor period. Ms. Sos
indicated she would like to focus the discussion-on the following issues: 1) the extent of
the problem that wouid be created if notice were required at or before the practice
begins, 2) the potential for consumer harm if practice is permitted for a specified time
period before notification is required, 3) the risk of snaring people who have done
nothing wrong if there is no safe harbor, 4) the impact of various alternatives in terms of
providing an incentive for giving notice. Ms. Sos indicated she would appreciate input
from the profession on these issues. Also, she encouraged the Task Force o be
mindful of its general approach of not proposing regulations to address purely
hypothetical situations or situations which would only impact a small percentage of the
CPA population. -

Ms. Sos added, that should the Task Force decide not to require notice at or before the
practice privilege begins, there are two ways this could be addressed: one is to indicate
that notice is due some specified number of days after the practice privilege begins.



however a situation. occurred_" bcently Wh

Sos. When. he was in Japan, an urgent heed’ for more resources at the clle
Torrance California plant was identified:’ Becausé of time dlﬁerences hlS call, .
requesting resources, placed at noon Tokyo time, was received at 8:00 p.m. Sunday
night in California. They were successful in gettmg the necessary pecple to the client's
Torranée office by.9:30 { f
especially since one o
on this incident, he belie
safe harbor or emergency provision.

Ms. Flowers inquired if it would impede enforcement efforts if a violation occurred during
a safe harbor period. Ms. Sos noted that Section 5096.1 was intendedfo.address , .
CPAs who arepracticing without practice privileges. Mr. Granen agreed, but indicated
that the Board could more effectively-communicate its enforcemant. actlon,ﬁt@ﬁcther state .

boards n‘ the CPA held an actual practlce privilege. : Yoo - '

Ms. Hllleb ;
to come iin.:

California law and consent
California.,. ;... o

a safe harbor penod from enfcrcement actions. They want to comply, but have Goricem
that without a.safe’ harbor period they could violate the'law inadvertently. He agreed
with Mr. Duffey that a safe harbor penod would encourage. ccmphance He mdrcated.
that he was Seeking @ compromise: ‘He-added.that.he had talked with. Senator Flguerca




and that, if consensus could not be reached in this area, the implementation date for
practice privileges would be extended for another year.

Ms. D’Angelo Felimeth indicated that she believed a grace period would discourage
compliance because someone could enter the state, do the job, and leave without
giving notice. The potential for consumer harm is less when the safe harbor period is
shorter. She noted that the one of the primary reasons the concept of practice
privileges was developed was to accommodate the very large accounting firms so that
they could comply with partner rotation and other requirements. She indicated that they
are professionals with massive support staff and the practice priviege concept has a
great deal of ease and convenience built in, so it was unclear to her why they needed a
safe harbor period.

She further indicated that she had reviewed the requirements of other licensing
agencies, and none allow people from out-of-state to simply self-certify and then come
in and practice. The closest example she could find is the process for out-of-state
attorneys to appear before California courts. However, this process lacks the ease and
convenience associated with practice priviieges.

Mr. lino commented that the large firms, by virtue of their size and the movement of
people and transactions, are confronted with many complexities that make a safe
harbor period important. He then commented on consumer risk and added that for
services such as tax, audits and reviews, and consulting, licensees could do little harm
in those service areas in five days.

Ms. Flowers indicated that her primary concern was whether a safe harbor provision
would negatively impact enforcement. It appeared that it would not, so she had no
objection to a brief safe harbor period. She suggested a fine if notice is not received
until after the safe harbor period has ended. :

Ms. Hillebrand expressed an interest in discussing the emergency clause alternative
described by Ms. Sos. She noted that if there is a safe harbor period, people might
interpret this as indicating the notice is not really due until the end of the period. She
suggested that an emergency clause would riot create this impression.

After further discussion, Ms. D’Angelo Felimeth proposed that because the notification
‘requirements are new and it will take time for people to become familiar with them,
perhaps the Board could permit a five day (or five business days) safe harbor period
which would sunset after two years. This would permit phased-in compliance to give
the profession a chance to learn about the program. Mr. Robinson added that the
notification form could request information on why the notice is late so that the data
would be available. Ms. Hillebrand indicated that, even though she was not in favor of a
safe harbor period, she believed that this was a reasonable proposal to aliow for
transition. '
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After discussion, it was moved by Ms. Hillebrand that the foliowing procedure be
recommended to the Board to address the payment issues under discussion: at
such fime as it is determined that payment is not received, is late, or that the
check was dishonored, and that this is not the result of an administrative error,
the Board shall issue an administrative suspension and a fine. The
administrative suspension would remain in effect until the probiem was cured. If
it is not cured, the administrative suspension would remain in effect until the
expiration of the practice privilege. A dishonored check would be a disqualifying
condition and cause the person to not automatically receive a practice privilege
the next fime. In addition, staff would be directed to develop a recommendation
related to fine amounts and conditions with a range of fines for.repeat
occurrences. Mr. Newington reiterated his concern that establishing a new
disqualifying condition would generate additional work for Enforcement Program
staff. Ms. Hillebrand amended -her motion to remove the proposed disqualifying
condition. The amended motion was seconded by Ms. Flowers and unanimously
carried.

VII. Consideration of the Standards and Process for Determining How the “Disqualifying
Conditions” May Result in Denial of the Practice Privilege.

Mr. Newington reported on a recommended procedure for determining how the
disqualifying conditions listed in Section 5096(g) shouid be applied to denial of the
practice privilege (see Attachment 3). He recommended that guidelines for disqualifying
conditions related primarily to convictions and license discipline should parallel the

guidelines currently empioyed by Llcensmg Program staff when reviewing applications
for licensure.

With regarded to disqualifying conditions related primarily to pending investigations and
¢ivil judgments, he recommended that practice privileges should not be granted without
a thorough review by Enforcement Program staff. He further recommended that if there
is a pending investigation and the outcome of the investigation will not be known for
some time, a practice privilege should not be granted and the person should be
encouraged to apply for licensure. 1t was the consensus of the Task Force to
recommend to the Board that staff proceed as outlined in Mr. Newington’s memo
(Attachment 3).

VIil. Consideration of What, If Any, Additional Disqualifying Conditions Should be
‘Specified by Regulations.

Mr. Newington reported that review by Enforcement Program staff did not identify any
additional disqualifying conditions that shouid be adopted by the Board in regulations.
He noted that there was a proposal that there be a disqualifying condition related to
unpaid fees, but the Task Force did not adopt this proposal.



Mr. Newrngton recomme ed an app g-min

not be considered drsqua[lfymg cenditions (Attachment 4) ;

create a “laundry list” of all possrble infractions, he was recommendrng an approac a1
based on the type of penalty that résuited from the infraction: The recommendation was
to exempt violations for which the discipline or sanction is limited to- admmrstratlve R
crtatrons resulnng in ﬂnes of $5 000 or\less or contlnumg professronal educatlon '

the amount of the frne was not firm.
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With regard to contlnurng protessronal edu‘catlon\ ‘Ms. Sos indicated that ‘practic
privilege holders are required to certify that their continuing education is-cltrenti:Mr.
Newrngton lndrcated that sometrmes addrtlonal contrnutng educatlon rs mandated for
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representatrons ‘made in the notlce“ 2)the' individuat's ‘corfipatence orqualificatio
practice under the practlce privilege in question and 3) the individual's failure.to \rmejy,,;
respond.te a Board inquiry or request for information or documents (see Attachment 5).
He indicated that he believed admiristrative’ spensioh i ¥ x ,

these three areas involve reasonably significant acts. It was. rmoved by is: Elpw.ers,
seconded by Mr..Schulfz, and, unanlmously carned to recommend Mr.

Newmgton_s Proposal o th[,Board T TR R e

- \\

Xl Commentsfrom Memb f‘_the Pubhc. B i N ey e

Members of the public provided comments during the course of the meeting.

10



Xll. Agenda ltems for Next Meeting.

Ms. Flowers expressed an interest in discussing education and outreach at the next
meeting. Ms. Sos indicated it is scheduled for discussion at the January 2005, meeting
and a revised schedule of topics and meeting dates would be provided to all
participants. She added that the next meeting is scheduled for October 5, 2004, from
10:00 a.m. to 4:00 p.m. at the Board office in Sacramento.

There being no further business, the meeting was adjourned at 12:30 p.m.

11



State of California
"Departrment of Consumer Affairs

California Board of Accountancy
2000 Evergreen Street, Suite 250

Memorandum

To

From

Subject :

Attachment 1 Sacramento, CA 95815-3832
Practice Privilege TF Agenda ttem V Board Agenda ltem VIII.F.6.
September 9, 2004 September 10, 2004
Practice Privilege Task Force Date : August 18, 2004

Board Members

Vol

Renata M. Sos, Chair
Practice Privilege Task Force

Telephone : (916) 561-1718
Facsimile : (816) 263-3674

Consideration of a Safe Harbor Provision for Notices

Under our proposed statutes, the practice privilege commences once proper notice
is given and payment is submitted to the Board. The Practice Privilege Task Force
(PPTF) early on voted to recommend to the Board that notice be required at or
before the time the practice of public accountancy commenced.

The statutes give the Board-flexibility to adopt by regulation a “safe harbor” period
for the submission of notifications to the Board: that is, although notification wouid
be due at the time the practice of public accountancy begins, the notification form
could be submitted to the Board some number of days later. The statutes also
provide that if it chooses to adopt a safe harbor, the Board may by regulation
shorten the life of the practice privilege (ordinarily one year) in cases where notice
does not occur simultaneously with the start of the practice of public accountancy in
this state. The issues of whether to recommend a safe harbor and its duration are
now before this task force.

Arguments For and Against a Safe Harbor Period

This topic has been discussed at length in task force and Board meetings. Here are
the arguments that have been made for and against, as | understand them:

For: A safe harbor will encourage reporting to this Board and discourage
avoidance of nofification. Certain CPAs may be unable to notify the Board
simultaneously with the start of practice in this state (for example, the junior CPA
who is sent at a moment’s notice to do an inventory in California). It is better for
consumer protection to get notice a little late than to not get it at all. Moreover, the
lack of a safe harbor could unfairly penalize qualified CPAs for innocent and
arguably insignificant failures to timely submit notifications. There is, moreover, no
enforcement risk in a reasonable safe harbor period. The statutes give this Board
disciplinary authority over those who try to use the safe harbor period to practice

~without notice. Those individuals can be found in violation of Section 5096.1 of the

statutes (Practice Without Notice) and appropriately disciplined by the Board.
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Practice Privilege Task Force
August 18, 2004
Page 2 '

Against.. The notice form will be on-line, simple and straightforward’. leen todays
f ies, smultaneous notlﬁcation should not be a probiem, even for CPAs
under'inténse time presstires. A safe harbor undermines the fundamental concept
of the practice prl\nlege that it does not commence until notification and payrhent
are submitted. It is in the interest of consumer protection for the Beard to know
immediately who is practicing public accountancy in California.

Firms versus Individuals

As you will recall, the issue of a safe harbor period originally arose, and continues
to surface, in the context of larger firms, .T.h ,.malntam;that there are,., .
circumstances in which immediate nofification is impossible; g|ven ﬂrm procedures
and admlmstrat]ve obstacles. One option discussed by the PPTF in its May

fe h b [ only to CPAs‘e ployed by, firms that are,

vadiyd T LT

such an approach, thls task force neads fo con31der among otherthlngs the
fairness to CPAs nof employed.by firms registered in California, . . . ...

in past discussions, the task force identified the following factors as salient to the
question of the length of any safe harbo i (1).encouraging. compliance by all;
(2) permlttlng comphance incirc mstances where there may be-delaysin™

the out-of—state__CPA and

unauthbrvlzed Ypractlce'wuhout notification.
the. task foree’s: dehbeiriatxons on thls Point. .y




STATE .O‘F CALIFORNIA ~ STATE AND CONSUMER SERVICES AGENCY

FANINA L GVt 1 X A Naland Ve WSl Uy I YD 1

N Statecl CALIFORNIA BOARD OF ACCOUNTANCY
N\ Sl ot 2000 EVERGREEN STREET, SUITE 250
SACRAMENTO, CA 95815-3832

TELEPHONE: (916) 263-3680
. A-ﬁ'airs FACSIMILE: (316) 263-3675
{ | WEB ADDRESS: hitp://www.dca.ca.govicba

. Attachment 1

NOTIFICATION AND AGREEMENT TO CONDITIONS FOR THE PRIVILEGE TO
PRACTICE PUBLIC ACCOUNTING IN CALIFORNIA PURSUANT TO CALIFORNIA
BUSINESS AND PROFESSIONS CODE SECTION XXXX:

Name:

Prior Names:

Firm Name:

Address Of Principal
Place Of Business:

Telephone Number
(business hours):

Fax Number
(business hours):

E-Mail:
(To facilitate contact in the event of a problem in processing your notice)

Date Of Birth:

Social Security Number:

In connection with this privilege to practice, | wish to be able to sign a report on an attest
engagement. []Yes I No

QUALIFICATION REQUIREMENTS:

1. | am an individual.

2. My principal ptace of business is not in California and | do not have an office in
California other than through a firm that is reglstered in California and of which |
am an employee.

3. | have a valid license to practice public accounting in the state/jurisdiction of my
principal place of business.

State/Jurisdiction: License Number: Date Issued::

4, [ la. The state/jurisdiction identified in item 3 above is deemed substantially equivalent.

by the California Board of Accountancy (see Appendix 1 for list of substantially
equivalent states); OR



10.

11.

12,

13.

[]c. | have continually prac‘uced pubhc accountancy as a certified - publi
under a valid license issued by any state for 4 of the last 10 years:

_‘ “‘[“'"‘"\1

,,,,,

Accotintanty ‘Act (Bl fd 5Prcfess1ons Code '§’e‘c’tiio-’r":‘155 [ b..e?’tﬁs*eq.,
accessible at hitp://www.dca.ca.gov/cba/acnt_.act.htm) and the regulations
thereunder (accessible at hitp:/www.dca.ca.gov/cba/regs.htm).

| consent to the personal and subject matter jurisdiction of the California Board of

Accountancy (CBA) including, but not limited to, the following:

a. To suspend or revoke, without prior notice or hearing and in the sole
discretion of the CBA or its representatives, the privilege to practice public -
accounting; S ’

b. To impose discipline for any violation of the California Accountancy.Act og: .-
regulations thereunder and recover costs for investigation and prosecution;
and

c. To provide information relating to a practice privilege and/or referanmy: =~ - -

additional and further discipline to the board of accountancy of any other:state |

and/or the SEC PCAOB or other relevant regulatory authorities.

| agree to respond fully and completely to all inquiries by the CBA rélating Ee:my
California practice privilege.

| consent fo: stheauthorityofthe.CBAfoiverifyxthe a"écﬁracyan“dtruthfulne_ss -

of the information provided in this notification. | consent to the release of
all information relevant to the CBA's inquiries now or in the futuré-bys -
a. Contacting other states;

b. Contacting the SEC, PCAOB or any other federal agencybeforg wiiichsam - -

authorized to practice; and
c. "Contdcting NASBA. -

[l | am submitting this notice to the CBA at or before the time | begln the practice of

publlc accountancy in California and understand thatthis*praciive privilege
expires one year from the date of this notice or; OR .

- TS
PNy L Tl

. I am an employee of afirm reglstered 1n Cahfornla and am submlt’ung this notlce

notice.

| have mét the contifuing education réglirménts and any-ethics exam
requirements for the state of my principle plécé of'business.

In the eventthat any. of the informatitt in this*astice changes, | will provide the
CBA written notice of any such change within 30 days of its occurrence.

S e s APREGEA T CU NI P T st s ide g [

| am conctirrently submitting the fee of $100.00. e

2

x(/



.

ADDITIONAL INFORMATION:

In addition to the state of my principal place of business, | am also authorized to practice in the
following states or jurisdictions. '

Other
State/Jurisdiction: License Number: Authority:

Other
State/Jurisdiction: License Number: Authority:

Please check any of the items below that apply. For any checked items in (1)-(4), you must
provide additional information as requested in Attachment X and you are not authorized to
practice in California uniess and until you receive notice from the CBA that the privilege
has been granted. ‘

O 1. | have been convicted of a crime other than a minor traffic violation.

Il 2. | have had a license, registration, permit or authority to practice surrendered,
denied, suspended, revoked, put on probationary status or otherwise limited.

] 3. | am currently the subject of an invéstigation, inquiry or proceeding by or before a
state, federal, or local court or agency (including the PCAOB) involving my
professional conduct.

0 4.  Ihave had ajudgment or arbitration award in an amount greater than $30,000
entered against me in a civil action alleging actionabie conduct in the practice of
public accountancy.

O s. | failed timely to submit the required fee with a notification submitted immediately

prior to this one.

L, , understand that any misrepresentation
or omission in connection with this notification is cause for termination of any practice
privilege in California and that the California Board of Accountancy will act accordingly,
including the notification of other state or federal authorities. | certify under penalty of
perjury under the laws of the state of California that the foregoing information is true and correct.

Signature: , Date:

Your privilege to practice commences with the submission of your completed notification and
your fee. If your payment is not received by CBA within 30 days of this notification, you do not
hold a valid practice privilege.

Privacy ‘Statement:

The information provided in this form will be used by the California Board of Accountancy to determine whether you qualify for
practice privileges in California. Sections 5080 through 5095 of the Business and Professions Code authorize the collection of this
information. Failure to provide any of the required information is grounds for rejection of the notification as being incomplete.
information provided may be transferred to the Department of Justice, a District Attorney, a City Attorney, or to another
governmental agency as may be necessary to pemit the Board, or the transferee agency, to perform its statutory or constitutional
duties, or otherwise transferred or disclosed as provided in Civil Code Section 1788.24. Each individual has the right to review his
or her file, except as otherwise provided by the Information Practices Act. The Executive Officer of the California Board of
Accountancy is responsibie for maintaining the information in this application, and may be contacted via written correspondence at
2000 Evergreen Street, Suite 250, Sacramento, CA 95815, or by calling (816) 263-3680, regarding guestions about this notice or
access to records.
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State of California
Department of Consumer Affairs

California Board of Accountancy
: 2000 Evergreen Street, Suite 250
Attachment 2 Sacramento, CA 25815-3832

Memorandum

To

From

Subject :

Practice Privilege TF Agenda ltem V Board Agenda ltem VIIL.F.6
September 9, 2004 September 10, 2004

Practice Privilege Task Force Date . September 1, 2004
Board Members

Telephone : (916) 561-1718

/QW,{;(/UL%L Facsimile : (916) 263-3674

Renata M. Sos, Chair
Practice Privilege Task Force

Additional Arguments Related to Consideration of a Safe Harbor Provision
for Notices

Some additional arguments have been identified that are relevant for our discussion
of a Safe Harbor Provision. They are being provided for consideration in advance
of the meeting:

1. A safe harbor allows a person to begin practicing in California before the person
has told the California Board, under penalty of perjury, that he or she does not have
any of the disqualifying conditions, or the conditions that require review by the

Board staff before the privilege can first be granted. A safe harbor would allow
someone who is not qualified for an instant practice privilege to use the privilege
anyway until the time that the form is due, and then, and only then, learn of or
disclose to the Board the disqualifying condition.

2. ‘A safe harbor means that someone who practices in California for a short time
with no intention of ever filing the form, and never does file it, may not have violated
the California Accountancy Act, or at least, it will be difficult to prove a violation.
The practical effect of a safe harbor is that anyone can come in for the time period
of the safe harbor.

3. Delayed filing of the form under a safe harbor means that the person can
practice in California for a period of time without first making the promises required
in sections 6 - 9 of the form, which include agreement to abide by California's laws
and regulations, consent to personal and subject matter jurisdiction of the Board,
agreement to cooperate with CBA inquiries, and consent to the release of
information from other state and federal agencies, and from NASBA. (Delayed filing
of the form also delays the making of the promise in item 5 not to sign a report on
an attest engagement under the practice privilege uniess the person meets
California requirements to sign attest reports.)

| look forward to our discussions on September 9%



State of California , _ L _ California Board of Accountancy
Department of Consumer Affairs Attachment 3 2000 Evergreen Street, Suite 250
Sacramento, CA 95815-3832

Memorandum

Practice Privilege TF Agenda ltem VII. ‘ Board Agenda Item VIII.F.8.
September 8, 2004 September 10, 2004
To : Practice Privilege Task Force Date : August 24, 2004

Board Members

From Gregoz; New?rg;?

Chief, Enforcement Division

Telephone : (916) 561-1731
Facsimile : (916) 561-3673
E-mail . gnewington@cba.ca.gov

Subject:  Consideration of the Standards and Process for Determining How the
“Disqualifying Conditions” May Result in Denial of the Practice Privilege

Proposed Business and Professions Code Section 5096(g) lists disqualifying
conditions for the practice privilege (Attachment 1). Proposed Section 5096.2(a)
provides relevant criteria (Attachment 2). This memo discusses the disqualifying
conditions in Section 5096(g) and the standards and process for evaluating how
they may result in denial of the practice privilege. Business and Professions Code
Section 480 related to the denial of licenses is included for reference in
Attachment 3.

Section 5096(g)(1) precludes practice under a practice privilege if a listed
disgualifying condition is present until Board approval is obtained. It should be
expected that disqualifying conditions will be encountered on a recurring basis and
that prompt review and consistent reasonable evaluation will be necessary by
Board staff. For each listed disqualifying condition the following evaluation
guidelines are recommended:

Section 5096(q){2) —~ Paraaraphs (A) and (B)
(g) (2) Disqualifying conditions include: :

(A) Conviction of any crime other than a minor traffic violation.

(B) Revocation, suspension, denial, surrender or other discipline or sanctions
involving any license, permit, registration, certificate or other authority to
practice any profession in this or any other state or foreign country or to
practice before any state, federal, or local court or agency, or the Public
Company Accounting Oversight Board.

Generally the presence of any of the conditions listed in paragraphs (A) or (B) of
Section 5096(g) would equate to likely serious violations or unprofessional conduct
and should preclude practice in California under the practice privilege model.
Exceptions will, however, be experienced. Examples under paragraph (A) could
include convictions with no relationship to the practice of public accounting (spousal
abuse) or a misdemeanor violation committed several years ago with no



Practice Privilege Task Foroe
August 24, 2004
Page 2

reoccurrence (shoplifting). Examples under paragraph (B) could include revocation
of a Texas CPA tertificate for failure to renew the license timely.

Evaluafioh guidelines should be established that will allow licensing staff to identify
and pass (allow practice privilege) on convictions having no relationship with the
practice of public accountancy, misdemeanor convictions ovér+0 years old and
license sanctions in other jurisdictions caused by adm|n|strat|ve‘jprooedural aotlons
versus discipline for unprofessional conduct. The Board's lloenémg ‘staff currently
employ sirilar guidelines in their evaluation of applicants for licensure and that
system is operatlng smoothly. S;tuatlons qulvxng dlsquallfymg conditions that fall
7 o'th isior wiére a
review will o deny practice
under a practice privilege, or actual California licensure, pursuant to Business and
Professmns Code Seotlon 480 (Grounds for Denlal)

hx R AL

Sec’clon 5096(q)(2) Paragraphs(C) and (D)
(Y (2) Disqt a‘In‘ytng condrtlons molud !
).\ (C" .

Sompany Adeod ng‘*@
oonduot of the individual.
ntora bitration award_agalnst the individual in olvlng the

5096(g) Wil ility o sérlou“s v:"o'latlons or un ofessmnal conduct
and practice rlghts via the praotloe privilege option shot
thorough review by Enforcement Divisi
mvestxgatlve ac:tlon or mqulry to obtain:

\\CBA ussa\m sebbCswicH

ey A
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Section 5096(q) — Paradraphs (2|(E)
(h) (2) Disqualifying conditions include:
(E) Any other conditions as spécified by the board in regulation. .

Evaluation guidelines will depend on the specific disqualifying conditions adopted
by the Board in regulation.

GPN

Attachments
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Proposed Section 5096(g)

() (1) No individual may practice under a practice privilege without prior approval
of the board if the individual has, or acquires at any time during the term of
the practice privilege, any disqualifying condition under paragraph (2) of
this subdivision.

(2) Disqualifying conditions include:

(A) Conviction of any crime other than a minor traffic violation.

(B) Revocation, suspension, denial, surrender or other discipline or
sanctions involving any license, permit, registration, certificate or other
authority to practice any profession in this or any other state or foreign
country or to practice before any state, federal, or local court or
agency, or the Public Company Accounting Oversight Board.

(C) Pendency of any investigation, inquiry or proceeding by or before any
state, federal or local court or agency, including, but not limited to, the
Public Company Accounting Oversight Board, involving the
professional conduct of the individual.

(D) Any judgment or arbitration award against the individual involving the
professional conduct of the individual in the amount of thirty thousand
dollars ($30,000) or greater.

(E) Any other conditions as specified by the board in regulation.

(3) The board may adopt regulations exempting specified minor occurrences
of the conditions listed in subparagraph (B) of paragraph (2) from being
disqualifying conditions under this subdivision.

ATTACHMENT 1



Propased Section 5096.2(a)

(a ) Practlce privileges may be denled forfallure to quahfy under ér- comply with
the provnslons of this artlcle or lmplementmg regulatlons or for any act that if
committéd By an applicant for licensure would be grotnds for den,
license under Section 480 or if committed by a licensee would & érounds for
discipline under Sectxon 5100, or for any &ct comiitted outside of ﬂ'ns ‘State
that would be a vno{atlon if comml“cted withinthig state.

N e e an

ATTACHMENT 2



Section 480

(a) A board may deny a license regulated by this code on the grounds that the
applicant has one of the following:

(1) Been convicted of a crime. A conviction within the meaning of this section
means a plea or verdict of guilty or a conviction following a plea of nolo
contendere. Any action which a board is permitted to take following the
establishment of a conviction may be taken when the time for appeal has
elapsed, or the judgment of conviction has been affirmed on appeal, or
when an order granting probation is made suspending the imposition of
sentence, irrespective of a subsequent order under the provisions of
Section 1203.4 of the Penal Code.

(2) Done any act involving dishonesty, fraud or deceit with the intent to
substantially benefit himself or another, or substantially injure another; or

(3) Done any act which if done by a licentiate of the business or profession in
question, would be grounds for suspension or revocation of license. The
board may deny a license pursuant to this subdivision only if the crime or
act is substantially related to the qualifications, functions or duties of the
business or profession for which application is made.

(b) Notwithstanding any other provision of this code, no person shall be denied a
license solely on the basis that he has been convicted of a felony if he has
obtained a certificate of rehabilitation under Section 4852.01 and following of
the Penal Code or that he has been convicted of a misdemeanor if he has
met all applicable requirements of the criteria of rehabilitation developed by
the board to evaluate the rehabilitation-of a person when considering the
denial of a license under subdivision (a) of Section 482.

(c) A board may deny a license regulated by this code on the ground that the
applicant knowingly made a false statement of fact required to be revealed in
the application for such license. ‘

ATTACHMENT 3



State of California
. Department of Consumer Affairs

California Board of Accountancy
Attachment 4 2000 Evergreen Street, Suite 250
Sacramento, CA 95815-3832

Memorandum

To

From

Subject :

Practice Privilege TF Agenda ltem IX. Board Agenda Item VIlI.F.10.
September 9, 2004 September 10, 2004
Practice Privilege Task Force Members Date : August 24, 2004

Board Members

Gr/egao/%gNewing on

Chief, Enforcement Division

Telephone : (916) 561-1731
Facsimile : (916) 263-3673
E-mail : gnewington@cba.ca.gov

Consideration of What Minor Infractions Related to
Licensing Should be Exempted from the Disqualifying Conditions

Proposed Business and Professions Code Section 5096(g)(3) states “The Board
may adopt regulations exempting specified minor occurrences of the conditions
listed in paragraph (2)(B) from being disqualifying conditions under this subdivision.”
Section 5096(g)(2)(B) lists as disqualifying conditions revocation, suspension,
denial, surrender or other discipline or sanctions involving any license, permit,
registration, certificate or other authority to practice any profession in this or any
other state or foreign country or to practice before any state, federal, -or local court
or agency, or the Public Company Accounting Oversight Board.

Generally minor infractions would not result in revocation, suspension, denial, or
surrender of a license or other authority to practice. An example of an exception to
this generality is the Texas State Board of Public.Accountancy which revokes CPA
licenses for failure to renew timely. Texas is unusual in this action and our attention
is probably better focused on minor infractions that result in “other discipline or
sanctions.” Since an exhaustive list of violations would be difficult to keep current,
we recommend an approach that describes the level of discipline or sanctions that
will be exempted from disqualifying conditions. Our suggested list for exemption
includes violations for which the discipline or sanction is limited to:

« Administrative citations resulting in fines of $5,000 or less, or
e Continuing professional education.

GPN



State of California

California Board of Accountancy

. Department of Consumer Affairs - 2000 Evergreen Street, Suite 250
Attachment 5 Sacramento, CA 95815-3832
Memorandum
Practice Privilege TF Agenda ltem X. Board Agenda ltem VIILF.11.
September 8, 2004 Sepiember 10, 2004
To Practice Privilege Task Force Members Date - August 24, 2004
Board Members
Telephone : (816) 561-1731
Facsimile : (216) 263-3673
E-mail . gnewington@cba.ca.gov
From %{?Newm ton (j/{;“
Chief, Enforcement Division
Subject:  Consideration of What Should be the

Criteria and Level of Discretion for Administrative Suspensmn

Statutory guidance for Administrative Suspension is contained in proposed
Business .and Professions Code Section 5096.4(a), which states:

“The right of an individual to practice in this state under a practice privilege may be
administratively suspended at any time by an order issued by the board or'its
executive officer, without prior notice or hearing, for the purpose of conducting a
disciplinary investigation, proceeding, or inquiry concerning the representation
made in the notice, the individual’s competence or qualifications to practice under
practice privileges, failure to timely respond to a board inquiry or request for
information or documents, or under other conditions and circumstances provided for
by board regulation.”

Administrative suspension provides a prompt method to suspénd practice rights
obtained under a practice privilege, even in advance of hearing. Based upon the
content of Section 5096.4(a), suggested criteria for its use is as follows:

Representations made in the notice.
Administrative suspension may be employed whenever it is suspected or confirmed
that a material false statement was made in the notification form (Attachment 1).

The individual’s competence or qualifications to practice under the practice
privilege in question.

Administrative suspension may be employed whenever probable cause exists to
suggest the individual lacks competence or qualifications to practice under practice
privilege.




NS I

Practice Privilege Task Force Members
August 24;-2004
Page 2

This would inélide, but not be limited to the following occurrences:
« Theindi wdualTaHS to méet gualification requirements cited in Section 5098(a)
| (Mttachmeht 2y
e« The individual experiences a disqualifying condition as descnbed in
Sections 5096(g)(2) (Attachment 2). - Ce
« Theindividual commits an act of unprofessional conduct as referenced in
Section 5100 (Attachment 3).

The individual fails to timely respond to a Board mqunrv or. reuuest for
information or documents. o oo e
Administrative suspension ?”b@ "eﬁ%ﬁi"dyed"'Whe’he'\?e‘r"":é‘ﬁ:ih“di\/i&Ua“i fails to
respond timely to a board inquiry or request for information or documents,

. Syt pn oy [ e e s . oy
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C"\smy CALIFORNIA BOARD OF ACCOUNTANCY

Attachment 1

NOTIFICATION AND AGREEMENT TO CONDITIONS FOR THE PRIVILEGE TO
PRACTICE PUBLIC ACCOUNTING IN CALIFORNIA PURSUANT TO CALIFORNIA
BUSINESS AND PROFESSIONS CODE SECTION XXXX:

Name:

Prior Names:

Firm Name:

Address Of Principal
Place Of Business:

Telephone Number
(business hours):

Fax Number
(business hours):

E-Mail: _
(To facilitate contact in the event of a problem in processing your notice)

Date Of Birth:

Social Security Number:

In connection with this privilege to practice, | wish to be able to sign a report on an attest
engagement. [TYes I No .

QUALIFICATION REQUIREMENTS:

1. | am an individual.

2. My principal place of business is not in California and | do not have an office in
California other than through a firm that is registered in California and of which |

am an employee.

3. | have a valid license to practice public accounting in the state/jurisdiction of my
principal place of business.

State/Jurisdiction: License Number: Date [ssued:

4, [Ja. The state/jurisdiction identified in item 3 above is deemed substantially equivalent
by the California Board of Accountancy (see Appendix 1 for list of substantially
equivalent states); OR



11.

12.

13.

- fe pryactroe 1on|y :f | meetC:

Sl

My individual qualificatic :ii
equivalent (NASBA file n KRR
| have continually practiced public accountancy as a Cemﬁe“ggﬁlj‘
under a valid license issued by any state for 4 of the last ‘IO yea

| understand that | may sign a report on an attest engagement under thlS pnvrlege
| ag agree to ab!de by the 3 r-O[‘bea, A\lnclud' ie“CaIn‘orma
Accountancy Act (Business and F’rofesstons Codé Section 5000 et ‘seq.,
accessible at hitp://www.dca.ca.gov/cba/acnt_act.htm) and the regulations
thereunder (accessible at http.//www.dca.ca.gov/cba/regs.htm).

| consent to the personal and subject matter jurisdiction of the California Board of

Accountancy (GBA) including, but net limited to, the following:

a. To suspend or revoke, without prior notice or hearing and in the sole
discretion of the CBA or its representatives, the privilege to practice public
accounting;

b. To impose discipline for any violation of the California Accodti
regulations thereunder and recover costs for investigation and prosecutlon
and

¢. To provide information relating to a practice privilege and/or refer any
additional and further discipline to the board of aceountancy of ahy other state
and/or the SEC, PCAOB or other relevant regulatory authorities.

I agree to respond fully and completely to all inquiries by the CBA reIatlng fo my
California practice privilege. )

| consent totﬁe étﬁfthorlty SR CER Y Verfy the Sedlirady BHE frithHHess

of the information provided in this notification. [ consent to the release of

all information relevant to-the CBA's inquiries now-or in the-future by

a. Contacting other states; aripe

b. Contactingthe SEC, PCAOB ot any other federal zagency before which | am
_authorized to.practice; .and

b

C. Contactlng NASBA.

| am submitting this notice to the CBA at or before . the:time: | begin the practice ©f -
public accountancy in California and understand that this practice privilege
expires one year from the date of this notice or, OR - . .. ...

| am.an m.ployee of.afirm eg,lstered in Galifornia anda -S.,,me!_tflr}g this notice

' 2l : bl tancy,in California. |
understand that fhis pract|ce pnvrlege expites [11 months from the. date of this
notice.

| have met the continuing educatlon requwements and any ethlcs exam
requirements for the state of my principle place of business.

irrthe event that any of the information indth'ie notice changes, | will provide the
CBA written notice,of any. such change within 30 days ofiits.occurrence.

| am concurrently submlttlng the foe of $100. OO

LITE Ak



ADDITIONAL INFORMATION:

In addition te the state of my principal place of business, | am also authorized to practice in the
following states or jurisdictions. '

Other
State/Jurisdiction: License Number: Authority:

Other
State/Jurisdiction: License Number: Authority:

Please check any of the items below that apply. For any checked iterns in (1)-(4), you must
provide additional information as requested in Attachment X and you are not authorized to
practice in California unless and until you receive notice from the CBA that the privilege
has been granted.

0o 1. | have been convicted of a crime other than a minor traffic violation.

2. | have had a license, registration, permit or authority to practice surrendered,
denied, suspended, revoked, put on probationary status or otherwise limited.

3 ] am currently the subject of an investigation, inquiry or proceeding by or before a
state, federal, or local court or agency (including the PCAOB) involving my
professional conduct.

0 4. | have had a judgment or arbitration award in an amount greater than $30,000
, entered against me in a civil action alleging actionable conduct in the practice of
public accountancy.

0 s | failed timely to submit the required fee with a notification submitted immediately
prior to this one.

I, , understand that any misrepresentation
or omission in connection with this notification is cause for termination of any practice
privilege in California and that the California Board of Accountancy will act accordingly,
including the notification of other state or federal authorities. | certify under penalty of
perjury under the laws of the state of California that the foregoing information is true and correct.

Signature: Date:

Your privilege to practice commences with the submission of your completed notification and
your fee. If your payment is not received by CBA within 30 days of this notification, you do not
hold a valid practice privilege.

Privacy Statement:

The information prowded in this form will be used by the California Board of Accountancy to determine whether you qualify for
practice privileges in Caiifornia. Sections 5080 through 50385 of the Business and Professions Code authorize the coliection of this
information. Failure to provide any of the required information is grounds for rejection of the notification as being incompiete,
Information provided may be transferred to the Department of Justice, a District Attorney, a City Attorney, or to another
governmental agency as may be necessary to pemit the Board, or the transferee agency, to perform its statutory or constitutional
duties, or otherwise transferred or disclosed as provided in Civil Code Section 1798.24. Each individual has the right to review his
or her file, except as otherwise provided by the Information Practices Act. The Executive Officer of the California Board of
Accountancy is responsible for maintaining the information in this application, and may be contacted via written correspondence at
2000 Evergreen Street, Suite 250, Sacramento, CA 95815, or by calling (916) 263-3680, regarding questions about this notice or
access to records.



TTATEOF GALIFORNIA — STATE AND CONSUMER SERVICES AGENCY ' ARNOLD SCHWARZENEGGER, Governor

C Stnet CALIFORNIA BOARD OF ACCOUNTANCY
{74 ceitomia 2000 EVERGREEN STREET, SUITE 250
Ty Deperimert ot SACRAMENTO, CA 95815-3832
(~sumer TELEPHONE: (916) 263-3680

“airs FACSIMILE: (816) 263-3675

WEB ADDRESS: http://www.dca.ca.govicha

ATTACHMENT X

1. If you checked items 1, 2, or 3 under additional information, please provide explanatory
details:

2. |f you checked item 4 under additional information, please provide:

Date of Judgment/ Jurisdiction
Arbitration Award: /Court: Docket No:




Section 5096(a)

(a) An individual whose principal place of business is not in this state and who
has a valid and current license, certificate or permit to practice public
accountancy from another state may, subject to the conditions and limitations
in this article, engage in the practice of public accountancy in this state under
a practice privilege without obtaining a certificate or license under this chapter
if the individual satisfies one of the following:

(1) The individual has continually practiced public accountancy as a certified
public accountant under a valid license issued by any state for at least four
of the last ten years.

(2) The individual has a license, certificate, or permit from a state which has
been determined by the board to have education, examination, and
experience qualifications for licensure substantially equivalent to this
state's qualifications under Section 5093.

(3) The individual possesses education, examination, and experience
qualifications for licensure which have been determined by the board to be
substantially equivalent to this state's qualifications under Section 5093.

Section 5096(a)
(g) (1) No individual may practice under a practice privilege without prior approval
of the

board if the individual has, or acquires at any time during the term of the

practice privilege, any disquallfymg condition under paragraph (2) of this

subdivision.
(2) Disqualifying conditions include:

(A) Conviction of any crime other than a minor traffic violation.

(B) Revocation, suspension, denial, surrender or other discipline or
sanctions involving any license, permit, registration, certificate or other
authority to practice any profession in this or any other state or foreign
country or to practice before any state, federal, or local court or

" agency, or the Public Company Accounting Oversight Board.

(C) Pendency of any investigation, inquiry or proceeding by or before any
state, federal or local court or agency, including, but not limited to, the
Public Company Accounting Oversight Board, involving the
professional conduct of the individual.

(D) Any judgment.or arbitration award against the individual involving the
professional conduct of the individual in the amount of thirty thousand
dollars ($30,000) or greater.

(E) Any other conditions as specified by the board in regulation.

ATTACHMENT 2



Section 5100

After notice and hearing the board may revoke, suspend, or refuse to renew any
permit or certificate granted under Article 4 (commencing with Section 5070) and
Article 5 (commencing with Section 5080), or may censure the holder of that
permit or certificate for unprofessional conduct that includes, but is not limited to,
one or any combination of the following causes:

(a) Conviction of any crime substantially related to the qualifications, functions
and duties of a certified public accountant or a public accountant.

(b) A violation of Section 478, 488, or 498 dealing with false statements or
omissions in the application for a license, in obtaining a certificate as a
certified public accountant, in obtaining registration under this chapter, orin
obtaining a permit to practice public accountancy under this chapter.

(c) Dishonesty, fraud, gross negligence, or repeated negligent acts committed in
the same or different engagements, for the same or different clients, or any
combination of engagements or clients, each resulting in a violation of
applicable professional standards that indicate a lack of competency in the
practice of public accountancy or in the performance of the bookkeeping
operations described in Section 5052.

(d) Cancellation, revocation, or suspension of a certificate or other authority to
practice as a certified public accountant or a public accountant, refusal to
renew the certificate or-other authority to practice as a certified public
‘accountant or a public accountant, .or any other discipline by any other state
or foreign country. .

(e) Violation of Section 5097.

(f) Violation of Section 5120.

(g) Willful violation of this chapter or any rule or regulation promuigated by the
board under the authority granted under this chapter.

(h) Suspension or revocation of the right to practice before any governmental
body or agency.

(i) Fiscal dishonesty or breach of fiduciary responsibility of any kind.

(j) Knowing preparation, publication, or dissemination of false, fraudulent, or
materially misleading financial statements, reports, or information.

(k) Embezzlement, theft, misappropriation of funds or property, -or obtaining
money, property, or other valuable consideration by fraudulent means or false
pretenses. :

(I) The imposition of any discipline, penalty, or sanction on & registered public
accounting firm or any associated person of such firm, or both, or on any
other holder of a permit, certificate, license, or other authority to practice in
this state, by the Public Company Accounting Oversight Board or the United
States Securities and Exchange Commission, or their designees under the
Sarbanes-Oxley Act of 2002 or other federal legislation.

ATTACHMENT 3
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PRACTICE PRIVILEGE TASK FORCE
MINUTES OF THE MEETING
October 5, 2004
California Board of Accountancy
2000 Evergreen Street
Sacramento, CA 95815

CALL TO ORDER

Renata Sos, Chair, called the meeting of the Practice Privilege Task Force to order at
10:20 a.m. and welcomed the participants. Ms. Sos indicated that Governor
Schwarzenegger signed into law SB 1543, the bill containing the practice privilege
provisions. She complimented all participants for their successful efforts. She noted
that the Task Force’s first meeting was on December 19, 2003, and that in less than a
year a controversial concept was developed into signed legislation. Ms. Sos extended
special recognition to Ms. Granick, Mr. Granen, and Ms. Sigmann for their hard work
and contributions to the success of the project. She also thanked the Task Force
members and the entire Board staff for their good work.

Task Force Members:
Renata Sos, Chair
Sally Flowers

Gail Hillebrand
Thomas lino

Harold Schultz (Absent)
lan Thomas

Staff and Legal Counsel

Mary Crocker, Assistant Executive Officer

Patti Franz, Licensing Manager

Michael Granen, Deputy Attorney General

Aronna Granick, Legislation/Regulations Coordinator
Bob Miller, Legal Counsel

Greg Newington, Chief, Enforcement Program

Carol Sigmann, Executive Officer

Liza Walker, RCC Analyst




" Othier Participants
Michael Duffey, Ernst and Young LLP
Jeannie Tindel, California Society of Certified Public Accountants

l. Minutes of the July 15, 2004, Meeting.
It was moved by Mr‘ ttno seconded by Ms. Hillebrand, and unanimously carried
to approve the minutes of the'July15;-2004, meeting.
O TR T
[I. Consideration of What, if any, Addltlonal ‘Requirements Should be Established for
Signers of Attest Reports.

A. Qualification Requirements.

Ms. Sos began the discussion by noting that the statute requires that signers of attest
reports meet California’s attest experience requirement. There is also an authorization
for the Board to add, by regulation, additional continuing education requirements for
those signing attest reports. She indicated that the issue before the Task Force is what,
if any;.additional requirements should be established (see Attachment 1). Ms Sos.
added that the signers.of attest reports are already subJect to. Ca||for ' it. .
documentatlon requnrements lncludlng the rebuttable presumptlon a,

{¥y

some individuals from small accounting firms who do not meet these requirements,
however he believed this would be a very small group of people. Mr. Duffey adde 4 that, .
speakrng for the large firms, it takes more than ten years to become a partner and onI‘,,'f" .
senior partners sign audit reports. In addition, the large firms are subject to the, PCAOB

inspection process.

useful information. Ms. Hillebrand suggested.the form should requrre an afﬂrmatlve
statement that the person has at Ieast 500 hours of attest experrense nd__also ask if the




agreed and indicated she believed the statement related to the 500 hours should come
first, and then the individual should be asked about fraud continuing education, peer
review, and PCAOB registration.

After discussion, it was moved by Ms. Hillebrand, seconded by Mr. lino, and
unanimously carried to revise the notification to include an express statement by
persons who indicate they desire to sign attest reports that they have completed
500 hours of attest experience as required by California law, and also, solely for
the purpose of gathering information, to ask the following questions: Is the
person an associated person of a PCAOB registrant? Has the person completed
continuing education in fraud detection? |s the person part of a firm that has
completed peer review?

Ms. Sos asked if the Task Force wanted to add any additional requirements for signers
of attest reports. It was the consensus of the Task Force to collect the data first and to
defer consideration of additional requirements until there is an opportunity to review the
data. Ms. Hillebrand noted that this is not the same as a substantive decision that no
additional requirements are needed. Ms. Sos noted that this approach is consistent
with the approach the Task Force adopted related to the “safe harbor” period.

B. Documentation Requirements.

Ms. Hillebrand indicated that she had assumed that persons asserting that they had
completed 500 hours of attest experience would maintain documentation that could be
provided at the time of the random audit. Ms. Tindel indicated that it was her
observation that licensees with many years of professional experience no longer
maintain that kind of information. Mr. Duffey concurred and indicated he had talked with
Task Force member Hal Schultz and that Mr. Schultz had indicated that it would be
extraordinarily difficult for someone in the upper levels of a firm who has been a CPA for
25 to 30 years to provide that kind of documentation. Mr. Duffey suggested that a self-
certification should be sufficient. Ms. Hillebrand suggested that one documentation
option would be for the licensee to provide a list of audits with the cover pages attached.

The Task Force took no action specific to this agenda item. (See Agenda ltem 11IB
below for the discussion of whether the random audit should include verification that
500 hours of attest experience have been completed.)

[ll. Consideration of the Process for Auditing Notifications.
Ms. Sos indicated that the next issue before the Task Force was the process for

auditing notifications. She noted that the matter was summarized very well in Ms.
Franz’ memo (Attachment 2).



A. Notlflcatlon Selectlon Process i B

prees e B ren e 1

Ms. Hlllebrand lnqurred which sampling process would work best- a‘omden -_f-ylng

individuals who do not provide the complete truth on therr notlfrcatron forms. Ms. Franz

responded a«pu‘ely ra""'dom selectlon :processy i r. that-purpose:
' ,ould tea3|est totext ap"olate ,and~d aw conclusions

»J( (.'

NN L

During the dlscussmn Mr Thomas expressed support for Alternatlve 3 whlch would
provide a-random sample and also a selection emphasizing categories that may.be... g~ s
areas of concern. Ms. Hillebrand expressed support for a large random sample with.. - e
some oversampling in particular areas of concern such as those who file during the safe
harbor period.and thosewho indicate a desire to sign-attest-reportse.sMs. Sos:expressed ...
support for initially-using & -random sampleand later making-a.determinationregarding- -
whether it i& appropnate to ‘oversample particular:categoriess Mr, Thomas asked dfe e
increased staff timewould be needed to oversample.ir “'categorles suggested by, Ms
Hillebrand.:-Ms: Franz: responded that during the first: year a_randem:sample would be;-
easier. It was thén.moved by Ms.:Flowers, seconded by Mr. Thomas, and-«-: -
unanimously carried to use a random sample in the beglnnlng and review the
process at a future date.

The Task Force then briefly discussed whether:the samplingimethod.should be - - -
disclosed:-to the publlc Mr.. Milier recommended agalnstrrt lndlcatmg he would“bet-,,w, e

Ms. Franz: mdrcated that 'she envrsroned that mformatlon would be reques’ ed fr
licensee's thomé state-or;jurisdiction: regardlng the licensee's address of Arecord
certification of license status, certification that the home jurisdiction’s contmumg
education reg u-ir"em'e“ntfs Wwere’metifor rénewal purposes,.and information .regarding any .
disciplinaryactions (see:Attachment2). :Ms.cFranz:indicated that.staff anticipated ,
asking the licensee to submit this request:to.his:orsher.home state-or jurisdiction, in.casey
a fee would be charged or a release would be required. It was noted that the form
includes an item where the licenseeconsents to-thierelease:of-information to-the:Board.
This could be prlnted out and prowded to other state boards

T ey g meve oy R R R .
’ : Ko SR S E0 I ‘ b

During the discuission, Mr Duffey suggested going. d|rectly to the home state/Jurlsdlctron
and only involving the licensee if there is a problem. Ms. Hillebrand :concurred.and-
indicated that it would be appropriate to inform the home state that this information is
being sought as part of a random audit. Mr. Granen indicated he believed it was not
necessary to inform the licensee. Ms. Tindel agreed with Mr. Granen. It was then
moved by Ms. Sos and seconded by Ms. Flowers that the information would first

RIS




be requested from the state board in the home state and not from the licensee.
After discussion, the motion was revised to indicate that information would first
be requested from the original source which would generally be the state board in
the home state, but which could also include NASBA'’s CredentialNet. The motion
was unanimously carried.

Ms. Hillebrand indicated she would like to also inquire if there were any subsequent
reportable events. Mr. Duffey suggested this could be a frustrating process as many
states do not maintain these records. Ms. Sigmann agreed it may be difficult to get this
information from other state boards.

The Task Force then discussed verification of attest experience. Ms. Tindel suggested

that the only meaningful question to ask the home state board is whether the licensee is
authorized to sign attest reports in that state. Ms. Hillebrand expressed support for this

suggestion.

After discussion it was moved by Ms. Flowers, seconded by Mr. Thomas, and
unanimously carried for the audit to cover the four items discussed in Ms. Franz
memo - the licensee’s address of record, certification of license status,
certification that the home jurisdiction’s continuing education requirements were
met for renewal purposes, and information regarding any disciplinary action —
(see Attachment 2) plus information regarding whether the licensee is authorized
to sign attest reports in his or her home state/jurisdiction.

The Task Force then considered whether the practice privilege holders selected for
audit should be subject to a fingerprinting requirement. Ms. Sos indicated she believed
fingerprinting was not appropriate as part of the random audit and instead should be
considered an investigative tool to be used when Board had reason to believe an
individual may not be qualified because of his or her criminal background. Mr. Duffey
expressed support for this approach. He noted that it is important to balance the
consumer protection benefits of finding an undisclosed criminal record against the
inconvenience of requiring fingerprinting of everyone selected for the random audit. Mr.
Granen indicated that as long as the Board has the correct name, information regarding
criminal convictions is available through the Department of Justice Database. He
suggested the only benefit in obtaining fingerprints is that it would allow the Board to
obtain information when the person does not provide his or her correct name. It was the
consensus of the Task Force not to establish a fingerprint requirement.

The Task Force then considered whether the random audit should include some
verification that 500 hours of attest experience have been completed. Mr. Duffey
indicated that it was important that the verification process not be burdensome to
licensees. He added that it is hard to conceive of someone from a large firm signing
audit reports without at least 500 hours of audit experience. During the discussion Ms.
Sos suggested that the Board could request a narrative in which the licensee explains in
his or her own words the basis for the assertion that he or she has 500 hours of attest
experience. Ms. Franz expressed concern that it might be difficult for licensees to



respond-to the-request: and‘manyrwouldkcontact the Board«to getimoreicomplete. « =
gu|dance NIg&-Franz $ug; ‘ ' gasierfo-give themisome.K
as a'modified“FormEin which i*theyn«cm d checkstheboxes!to reportitheirekpetience =
Ms.'Sos ‘expressed ‘an-interest in-reviewing 'stich'a modified Form E which would besw::: ..
responsive to the documentation difficulties that might be faced-by:licensees:whé-have = «w
been practicing for many years. Conslderatron of this form was scheduled for

A

discussion: atthel‘next‘meetlng * ST SEe ams aile ol
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The Task Eorcélthen consrdered the time "frames for response It was‘the consensus oft: *-
the Task Force that the time frames outlined in the memo were appropriate.. g
Participants noted that failure to respond to inquiry is already a disqualifying condition.

Ms. Franz indicated that the licensee would not be penalized if-the home jurisdiction

failed to ~respond trmer to the Board’s request forinformation. « g

T e B L T oS i l\ L Yy e i
e { U D N S S i vapg et o o ST

The next issue considered by the Task Force related to what would happen to the -
practrce pr|V|lege |f the |nd|V|dua| belng audrted unlntentlonally fa|led to meet the

is remedied.
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\VA Consrderat|on of a Process to Address Changes in. Reported Informatron i
Octur-Buring‘the Term of:ithe Practrce Prrvrlege RN GEP
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Ms. Sos indicated that staff had developed a procedure to address changes in reported
information that* Cul durrng”t_helterm‘of the practlce prrvﬂege (Attachment~3‘ el

moved by M. 3CO -
recommend Boardwa:d-optlon

0 the procedure*

"‘;5"‘\~§'§'€'~r NN e

n.;‘%n -)““ SEEONEIBEST DY gy “w*l eyt b 3 d AT e Doy ('“h
V. Consrderat|on of Whether it:Should be a- Ilsqualrfyrng Condltron*to»zHave an: Unpald
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Ms. Sos «callled the Task Force sattentron to-a brref memo; prepared by\Ms Granrok
spetific 6. this agendarltem (Attachment4). It was moved:by Ms. Flowers;seconded: -
by Ms. Sos, and uhanimbously carried for the Task Force fo ecommend to \the noe
Board that |t be a drsquahfymg cond|t|on tothave an: unpald flne ST
VI Update on Task Force ActlonsReIateduto Wh-‘ { of—State:'CPA~N"eeds‘to‘r prars
Apply for a California License Rather than Requestrng a Practice Prrvllege
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Ms. Sos mdrcated that'the memo 'provrdedwunder this: agenda ltem (Attachment S). | *ns,u'
summarizes for information: purposes;the Task: Force»actrons to date: reIated torthe 5o
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VII. Comments from Members of the Public.

Members of the public provided their comments during the course of the meeting. In
addition, Mr. Duffey indicated he believed that it was an amazing accomplishment for
the practice privilege legislative package, which was only a concept in December 2003,
to move through both houses of the Legislature and be signed by the Governor in such
a short time frame. He especially acknowledged the leadership and dedication of Task
Force chair, Renata Sos.

VIII. Agenda Items for Next Meeting.

The following items were scheduled for discussion at the next meeting: approval of the
revised notification form, further discussion of the verification of attest experience,
consideration of draft regulations, and consideration of a checklist for processing
notifications indicating disqualifying conditions. There being no further business, the
meeting was adjourned at 1:40 p.m.
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Memorandum

To

From

Subject :

Practice Privilege TF Agenda liem Ii.
October 5, 2004

Practice Privilege Task Force Members Date : September 28, 2004

Telephone : (916) 561-1718
Facsimile : (916) 263-3674

Voo -

Renata M. Sos, Chair
Practice Privilege Task Force

Consideration of Whether the Board Should Impose, By Regulation, Additional
Requirements for Signers of Attest Reports Under the Practice Privilege

After extensive research, public comment, and deliberation, this Task Force recommended,
and the Board unanimously approved, that any out-of-state CPA who wishes to sign an
attest report under the practice privilege must meet California’s 500-hour attest experience
requirement. (See Section 5095 attached.) That policy decision is reflected in Section
5096.5 of the proposed statutes:

Notwithstanding any other provision of this Article, an individual
may not sign any attest report pursuant to a practice privilege
unless the individual meets the experience requirements of
Section 5095 and completes any continuing education or other
conditions required by the board regulations implementing this
article.

This requirement is an explicit exception to the overall rule that CPAs who mest their home
states’ continuing education (CE) and ethics exam requirements are deemed to have met
California’s ethics exam and CE requirements for purposes of the practice privilege:

... except such individual is deemed, solely for the purposes of this
article, to have met the continuing education requirements and ethics
examination requirements of this state when such individual has met
the examination and continuing education requirements of the state
in which the individual holds the valid license, certificate or permit on
which the substantial equivalency is based. (Section 5096(e)(2).)

The additional requirement for signers of attest reports — that in the notice to this Board
they certify under penalty of perjury that they have a minimum of 500 hours of attest
experience — serves at least two purposes: first, it provides added consumer protection in
an area of practice where there is potential for significant harm to the public; and second, it
avoids imposing a state-specific add-on that could impede notification and frustrate the goal
of uniform standards across the states.
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Praotlce anrlege Task Force Members
September 28,2004
Page 2

’

The proposed statutes vest with this Board authority to impose by reguIatlon add|t|onal CE
or other cbhditiors' of pProspective: srgners of attest reports under the practice privilege.
The questiontnoW befére this Task.Force is whether the Board should do so. | would
propose that the discussion of this issue be guided by the following guestions:

1. Is there any identifiable consumer protection benefit to requiring additional
continuing education of those who potentially will sign attest reports?

Here is some background information pertinent to this question.  To be autho ized to do
attest work, California licensees must, prior to renewal of theirlicensés” (every 2 years)
complete 24 hours of audit and attest CE and, beginning in July 2005, an additional 8 hours
of CE in fraud detectron What are other states doing?, In January 2004, we surveyed

A nd attest r.equ e‘merit”‘s’f O‘f..tHe"SO ‘s‘tates“'i‘re‘spo 01
experience requrrem r lidensees" wantrng to do-attest work: of those''5 states reported
requiring the same or greater nurnber of hours as California; 8 mandated audit and attest

contl u1ng educatlon 17 already had or were about to lmplement specn‘rc ethrcs related CE

revrew fer flrms (|nclud|ng soIe proprletors) that perform ‘attest work

L
&

Of 11 statés that‘answéréd ouir poll regardrng implernentation of §ome form of UAA‘Sectron

PP

23, no state requires all applicants to take an ethics exam as & prerequisite tova:practice’:-
privilege.

TN BT A

2. What are the’costs'a in ‘CETeqiii articular in terms

The answer to this question depends, among other things, on what it is thatiwe require of
CPAs who have declared an mtent to srgn attest reports under a practrce prlvnege For

chample,

' cor
&kamination, mandatory peer revrew Sr any* other lndICla of: the=competenoe and rntegnty of
the CPA practicing under notification. We also do not'Know what-number of practice
privilege holders intending to sign attest reports who are employed by firms registered with
the PCAOB.
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Arguably, this information would be useful in our assessment of whether the Board should
impose additional requirements on CPAs from other states who wish to sign attest reports.
It is also information that we could obtain fairly easily from the notification form: for
example, in addition to checking “yes” or “no” in answer to the question “Do you wish to be
able to sign an attest report under the practice privilege?,” the CPA would answer “yes” or
“no” to the statements “My firm is registered with the PCAOB” and “My firm (including sole
proprietorships) is subject to peer review in the state of my principal place of business.”
Based on such real data, we could assess whether the interest of consumer protection
mandates additional CE or other conditions for signers of attest reports under the practice
privilege.

4. Can we achieve added consumer protection by imposing “other conditions” on
those individuals, such as heightened documentation requirements or additional
disclosures on the notification form?

An alternative to imposing additional CE requirements is to require of the CPA who wishes
to sign attest reports additional disclosures on the notification form and/or retention of
specific documents. Examples include: (1) requiring that the practice privilege holder
maintain documentation sufficient to show (a) what attest reports have been signed and
when; and (b) that the CPA satisfies the home state’s CE and ethics examination
requirements and California’s experience requirement; and (2) adding
questions/statements to the notification form pertaining to the CPA’s registration with the
PCAOB and/or compliance with mandatory peer review requirements in the home state.

In addition, we should consider whether those who identify themselves as potential signers
of attest reports would be routinely or more frequently audited by licensing staff (that is the
subject of a separate memo from staff).

This data gathering would not impose any material hurdies to notification and,
simultaneously, may provide information that would enhance our efforts to ensure
compliance.

| look forward to our discussion on October 5.

Attachment



Section 5095. Providing Attest Services

(a) To be authorized to sign reports on attest engagements, a licensee shall
complete a minimum of 500 hours of experience, satisfactory to the board, in attest
services.

(b) To be qualifying under this section, attest experience shall have been
performed in accordance with applicable professional standards. Experience in public
accounting shall be completed under the supervision or in the employ of a person
licensed or otherwise having comparable authority under the laws of any state or
country to engage in the practice of public accountancy and provide attest services, and
this experience shall be verified. Experience in private or governmental accounting or
auditing shall be completed under the supervision of an individual licensed by a state to
engage in the practice of public accountancy and perform attest services, and this
experience shall be verified. An applicant may be required to present work papers or
other evidence substantiating that the applicant has met the requirements of this section
and applicable regulations.

(e) An individual who qualified for licensure by meeting the requirements of
Section 5083 shall be deemed to have satisfied the requirements of this section.

(d) The board shall adopt regulations to implement this section, including, but not limited
to, a procedure for applicants under Section 5092 or Section 5093 to qualify under this
section.
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Practice Privilege Task Force Members Date : September 29, 2004
Telephone : (916) 561-1740

Facsimile : (916) 263-3676
E-mail : pfranz@cba.ca.gov

Patti L. Franz
lLicensing Man

Consideration of the Process for Auditing Notifications

Under proposed Section 5096(e)(5) (Attachment 1) the Board has the authority to
request practice privilege holders to provide documentation verifying compliance

with the requirements for a California practice privilege. This authority allows the
Board to audit notifications received. '

The issues for consideration at this time are:

e What notification selection process should be adopted for audit purposes?
« What audit content should be requested?

Notification Selection Process

It is estimated the Board will receive approximately 1,000 practice privilege
notifications annually from out-of-state licensees wanting to practice public
accountancy in California while holding licenses, certificates or permits issued by
other states or jurisdictions. As part of the legislative process, the Board submitted
a fiscal-impact report to the Department of Consumer Affairs identifying the
workload and staffing needs for the. Practice Privilege Program. As a self-
supporting program, with a $100 fee per notification, it was determined that the
Practice Privilege Program could support two positions in the Licensing Division.
Along with their other implementation and monitoring duties, it was estimated there
would be staff resources available to audit a maximum of 25 percent of practice
privilege notifications received each year.

Provided below are three alternatives for the Task Force to consider regarding the
Notification Selection Process.
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Alternative #2 — Percentage of Identified Categories

The Task Force could direct staff to select a percentage of each category to ensure
a complete sample is captured each year. For instance, 10 percent of the selection
could be assigned to attest signers, 7 percent of those who submit notification
under safe harbor, 5 percent for those who submit repeat notifications, and 3
percent for those who submit a notification under the 4-of-10 rule.

Alternative #3 — Random/Identified Categories

Another alternative for consideration by the Task Force is to direct staff to designate
a percentage on a random basis among all notification forms and the remaining
percentage selected among the categories provided above. For example, the Task
Force could direct staff to select a 10 percent random audit among all notification
forms and the remaining 15 percent among the categories provided above.

Scope of Audit Request

It is envisioned staff will develop a form for the purpose of conducting the
notification audit. The form would include all of the items identified by the Task
Force and would be mailed by Board staff to the licensee’s home jurisdiction for
completion. (As part of the verification process licensee’s will provide consent on
the notification form allowing the Board to request the audit information from the
home jurisdiction.) It is anticipated all of the information requested on the Board’s
form, in most cases, would be available from the home jurisdiction.

However, if an item is not available from the home jurisdiction, such as a
certification of attest experience, staff would have to contact the licensee who would
then be responsible for providing the missing documentation.

Staff recommend, at a minimum, the following items be included in the audit request
to the out-of-state licensees’ home jurisdictions:

« Licensee’s address of record.

o Certification of license status.

o Certification that the home jurisdiction’s continuing education requirements were
met for renewal purposes.

o Whether there have been any disciplinary actions and, if so, the nature and
outcome. :



Practice Privilege Task Force Members
September 29, 2004
Page 4
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alternative is currently utilized for sole proprietors requesting licensure in"California
who meet the 4-0f-10 rule and who are unable to have a Certificate of Experience
submitted on their behalf.
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Time Allowed for Response

Staff recommends providing the home jurisdictions six to eight weeks to respond to
the individual audit requests. If the home jurisdiction is unable to provide all of the
required information, the practice privilege holder will be given 30 days to provide
any additional information needed.

Failure to respond to the Board’s audit request will be an automatic disqualifying
condition. Therefore, any future requests for practice privilege would not be granted
automatically and would require the licensee to provide the documents not available
from the home jurisdiction.

Other Outstanding Issues for the Task Force to Consider

It is likely there will be situations where an out-of-state licensee will be selected for
audit and staff determine the requirements for practice privilege in California were
not met. For example, an individual may have a license in delinquent status
though they maintain they mailed their renewal form timely to the home jurisdiction.
Another example is a licensee submits their renewal form and continuing education
believing they have met the requirements for renewal. However, the home
jurisdiction notifies the licensee at a later date there are CE deficiencies and allows
the licensee to satisfy any deficiencies.

» What happens to the practice privilege if staff determines the licensee did not
meet the practice privilege requirements, although unintentional? Is the
individual's practice privilege administratively suspended until the deficiency is
remedied? ‘

| will be at the meeting to answer any questions the Task Force members may
have.

Attachments



Attachment 1

Section 5096(e)(5)

(e) An individual who holds a practice privilege under this article:

(5) Shall cooperate with any board investigation or inquiry and shall timely
respond to a board investigation, inquiry, request, notice, demand or subpoena for
information or documents and timely provide to the board the identified information and
documents.



Attachment 2

Section 5096.5

Notwithstanding any other provision of this article, an individual may not sign any
attest report pursuant to a practice privilege unless the individual meets the experience
requirements of Section 5095 and completes any continuing education or other
conditions required by the board regulations implementing this article.

Section 5095. Providing Attest Services

(a) To be authorized to sign reports on attest engagements, a licensee shall
complete a minimum of 500 hours of experience, satisfactory to the board, in attest
services.

(b) To be qualifying under this section, attest experience shall have been
performed in accordance with applicable professional standards. Experience in public
accounting shall be completed under the supervision or in the employ of a person
licensed or otherwise having comparable authority under the laws of any state or
country to engage in the practice of public accountancy and provide attest services, and
this experience shall be verified. Experience in private or governmental accounting or
auditing shall be completed under the supervision of an individual licensed by a state to
engage in the practice of public accountancy and perform attest services, and this
experience shall be verified. An applicant may be required to present work papers or
other evidence substantiating that the applicant has met the requirements of this section
and applicable regulations.

(c) An individual who qualified for licensure by meeting the requirements of
Section 5083 shall be deemed to have satisfied the requirements of this section.

(d) The board shall adopt regulations to implement this section, including, but not limited
to, a procedure for applicants under Section 5092 or Section 5093 to qualify under this
section.
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The Task Force has not yet.considered any process to address changes in reported
information that occur during the term of the practice privilege. These changes
could be of two types: 1) the occurrence of a significant event that could potentially
be a disqualifying condition, or 2) changes of a less significant nature such as a
change of address or phone number.

To address these occurrences, the following process is provided for Task Force
consideration:

Practice Privilege holders would be required to report the occurrence of any
change in the information reported on the notification form within 30 days of its
occurrence. This is consistent with ltem 12 under Qualification Requirements in
the Draft Notification Form (Attachment 1). A regulation would be needed to
establish this requirement.

If the reported event constitutes a disqualifying condition, the Board would issue
an administrative suspension and then proceed with its evaluation using the
process approved by the Task Force at its September 9, 2004, meeting (see
Attachment 2).

if the reported event relates to any other item on the form, Board staff would
simply update the information.

Failure to report would be subject to citation and fine by the Board. (If the Task
Force approves this procedure, staff would develop a recommendation
regarding the fine amount.) Failure to report a disqualifying condition could also
be grounds for discipline. If the Board chooses to adopt this policy, a regulation
would be needed.

Attachments
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. Attachment 1

NOTIFICATION AND AGREEMENT TO CONDITIONS FOR THE PRIVILEGE TO
PRACTICE PUBLIC ACCOUNTING IN CALIFORNIA PURSUANT TO CALIFORNIA
BUSINESS AND PROFESSIONS CODE SECTION XXXX:

Name:

Prior Names:

Firm Name:

Address Of Principal
Place Of Business:

Telephone Number
(business hours):

Fax Number
(business hours):

E-Mail:
(To facilitate contact in the event of a problem in processing your notice)

Date Of Birth:

Social Security Number:

In connection with this privilege to practice, | wish to be able to sign a report on an attest
engagement. []Yes JNo

QUALIFICATION REQUIREMENTS:

1. | am an individual.

2. My principal place of business is not in California and | do not have an office in
California other than through a firm that is registered in California and of which |

am an employee.

3. | have a valid license to practice public accounting in the state/jurisdiction of my
principal place of business. '

State/Jurisdiction: License Number: Date Issued:

4. []a. The state/jurisdiction identified in item 3 above is deemed substantially equivalent
by the California Board of Accountancy (see Appendix 1 for list of substantially
equivalent states); OR



10.

11.

12.

13.

o ’ .l agree to ablderb y h

My individual qualificationg
equivalent (NASBA file no

under a valid license |ssued by any state for 4 of the last 10 ye't TS,

l understand that | may sign a report on an attest engagement underthis privilege
to practice only if | meet California’s requlrements to sxgn attest reports.

RS MT TSRO D O 5 T D I O o
laws:of-the;State: of;‘;,Cahforn 2, including the; Cahforma
Accountancy Act B §rness§§and E,refe ns:&ode Section 5000 et seq.,
accessible at http /Iwww.dca.ca. gov/cba/écnt act.htm) and the regulations

thereunder (accessible at hitp:/www.dca.ca.gov/cba/regs.htm).

| consent to the personal and subject matter jurisdiction of the California Board of

Accountancy (CBA) including, but not limited to, the following:

a. To suspend or revoke, without prior notice or hearing and-in the sole
discretion of the CBA or its representatives, the privilege to practice public
accounting;- o

b. To impose discipline for any violation of the California Accountancy. Act or
regulations thereunder and recover costs for investigation and prosecutlon
and

c. To provide information relating to a practice privilege and/or refer any
additional and further discipline to the board of accountancy of any other state
and/or the SEC, PCAOB or other relevant regulatory authorities. =~

| agree to respond fully and completely to all inquiries by the CBA relatlng to my
California practlce privilege.

| consentto-the-authority-of the GBA fo verify-the acourgey-and truthfulngss
of the information provrded 7 this Aofification. | conserf tb fife FeleRss of
all information relevant to the CBA's inquiries now or in the future by: .

a. Contactirig other states;

b. Contacting the SEC PCAOB or any other federal agency beforg which l.am.

c. Contacting:NASBA.,

.y

| am submitting this notice to the CBA at or before the trme | begin the prac:tlce of
public accountancy in California and understandzhatdhis;practice:privilege-
expires one year from the date of this notice or; OR

gLttt g g,
| am an employee of a firm registered in California and am submitting this notice
withinidn . ].days of:beginning-the. practtce of public accountar gy lnACalrfornra I
understand that-this;practice privilege.expirgs; [11 mon om t e date of this
notice. ses e

ool VY

[-have. met.the.continuing education requirements and any.; ethlcs exam
requirements for the state of my prlnmple place of business.

In the event that any of the information.in this notice changes, | will provide the
CBA'Wwritten notice of afy such change within 30 days—of its-occurrence.

) am conourrently,submitting fhe.fes,of $100.00. ., .

2



ADDITIONAL INFORMATION:

in addition to the state of my principal place of business, | am also authorized to practice in the
following states or jurisdictions. '

Other
State/Jurisdiction: License Number: Authority:

Other
State/Jurisdiction: License Number: Authority:

Piease check any of the items below that apply. For any checked iterns in (1)-(4), you must
provide additional information as requested in Attachment X and you are not authorized to
practice in California unless and until you receive notice from the CBA that the privilege
has been granted.

O 1. | have been convicted of a crime other than a minor traffic violation.

] 2. | have had a license, registration, permit or authority to practice surrendered,
denied, suspended, revoked, put on probationary status or otherwise [imited.

] 3. [ am currently the subject of an investigation, inquiry or proceeding by or before a
state, federal, or local court or agency (including the PCAOB) involving my
professional conduct.

O 4. | have had a judgment or arbitration award in an amount greater than $30,000
entered against me in a civil action alleging actionable conduct in the practice of
pubiic accountancy.

1 s | failed timely to submit the required fee with a notification submitied immediately
prior to this one.

l, , understand that any misrepresentation
or omission in connection with this notification is cause for termination of any practice
privilege in California and that the Caiifornia Board of Accountancy will act accordingly,
including the notification of other state or federal authorities. | certify under penalty of
perjury under the iaws of the state of California that the foregoing information is true and correct.

Signature: Date:

Your privilege to practice commences with the submission of your completed notification and’
your fee. If your payment is not received by CBA within 30 days of this notification, you do not
hold a valid practice privilege,

Privacy Statement:

The information provided in this form will be used by the California Board of Accountancy to determine whether you qualify for
practice privileges in California. Sections 5080 through 5095 of the Business and Professions Code authorize the collection of this
information. Failure to provide any of the reguired information is grounds for rejection of the notification as being incomplete.
information provided may be transferred to the Department of Justice, a District Attomey, a City Attorney, or'to another
governmental agency as may be necessary to permit the Board, orthe transferee agency, to perform its statutory or constitutiona!
duties, or otherwise transferred or disciosed as provided in Civil Code Section 1788.24. Each individual has the right to review his
or her fite, except as otherwise provided by the Information Practices Act. The Executive Officer of the California Board of
Accountancy is responsible for maintaining the information in this application, and may be contacted via written correspondence at
2000 Evergreen Street, Suite 250, Sacramento, CA 85815, or by calling (816) 283-3680, regarding guestions about this notice or
access to records.
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PRACTICE PRIVILEGE TASK FORCE
MINUTES OF THE MEETING
September 9, 2004
Hyatt Regency
1209 L Street
Sacramento, CA 95814

CALL TO ORDER

DRAFT

Renata Sos, Chair, called the meeting of the Practice Privilege Task Force to order at
8:40 a.m. and welcomed the participants. Ms. Sos noted that a quorum of the Board

(eight members of the Board) was not present at this meeting.

Task Force Members:
Renata Sos, Chair
Sally Flowers

Gail Hillebrand
Thomas lino

Harold Schultz

lan Thomas (Absent)

Staff and Legal Counsel

Mary Crocker, Assistant Executive Officer

Patti Franz, Licensing Manager

Michael Granen, Deputy Attorney General

Aronna Granick, Legislation/Regulations Coordinator
Bob Miller, Legal Counsel

Greg Newington, Chief, Enforcement Program
Theresa Siepert, Executive Analyst

Carol Sigmann, Executive Officer

Liza Walker, RCC Analyst

Other Participants

Richard Charney, Board Member

Tom Chenowith

Julie D’Angelo Fellmeth, Center for Public Interest Law
Donald Driftmier, Board Member

Michael Duffey, Ernst and Young LLP




After discussion, it was moved by Ms. Hillebrand that the following procedure be
recommended to the Board to address the payment issues under discussion: at
such time as it is determined that payment is not received, is late, or that the
check was dishonored, and that this is not the result of an administrative error,
the Board shall issue an administrative suspension and a fine. The
administrative suspension would remain in effect until the problem was cured. If
it is not cured, the administrative suspension would remain in effect until the
expiration of the practice privilege. A dishonored check would be a disqualifying
condition and cause the person to not automatically receive a practice privilege
the next time. In addition, staff would be directed to develop a recommendation
related to fine amounts and conditions with a range of fines for repeat
occurrences. Mr. Newington reiterated his concern that establishing a new
disqualifying condition would generate additional work for Enforcement Program
staff. Ms. Hillebrand amended-her motion to remove the proposed disqualifying
condition. The amended motion was seconded by Ms. Flowers and unanimously
carried.

VII. Consideration of the Standards and Process for Determining How the “Disqualifying
Conditions” May Result in Denial of the Practice Privilege.

Mr. Newington reported on a recommended procedure for determining how the
disqualifying conditions listed in Section 5096(g) should be applied to denial of the
practice privilege (see Attachment 3). He recommended that guidelines for disqualifying
conditions related primarily to convictions and license discipline should parallel the
guidelines currently employed by Licensing Program staff when reviewing applications
for licensure.

With regarded to disqualifying conditions related primarily to pending investigations and
civil judgments, he recommended that practice privileges should not be granted without
a thorough review by Enforcement Program staff. He further recommended that if there
is a pending investigation and the outcome of the investigation will not be known for
some time, a practice privilege should not be granted and the person should be
encouraged to apply for licensure. It was the consensus of the Task Force to
recommend to the Board that staff proceed as outlined in Mr. Newington’s memo
(Attachment 3).

VIil. Consideration of What, If Any, Additional Disqualifying Conditions Should be
Specified by Regulations.

Mr. Newington reported that review by Enforcement Program staff did not identify any
additional disqualifying conditions that should be adopted by the Board in regulations.
He noted that there was a proposal that there be a disqualifying condition related to
unpaid fees, but the Task Force did not adopt this proposal.
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State of California

_ California Board of Accountancy...
"Department of Consumer Affairs

Attachment 3 VV 2000 Evergreen Street, Suite 250
Sacramento, CA £5815-3832
Memorandum

Practice Privilege TF Agenda ltem VI Board Agenda item VIIL.F.8.
September 9, 2004 September 10, 2004
To : Practice Privilege Task Force Date : August 24, 2004

‘Board Members

From G%;/ Nevzrgto?é

Chief, Enforcement Division

Telsphone : (916) 561-1731
Facsimile : (818) 561-3673
E-mail . gnewington@cba.ca.gov

Subject:  Consideration of the Sftandérds and Process for Determining How the
“Disqualifying Conditions” May Result in Denial of the Practice Privilege

Proposed Business and Professions Code Section 5096(g) lists disqualifying
conditions for the practice privilege (Attachment 1). Proposed Section 5096.2(a)
provides relevant criteria (Attachment 2). This memo discusses the disqualifying
conditions in Section 5096(g) and the standards and process for evaluating how
they may result in denial of the practice privilege. Business and Professions Code
Section 480 related to the denial of licenses is included for reference in
Attachment 3.

Section 5086(g)(1) precludes practice under a practice privilege if a listed
disqualifying condition is present until Board approval is obtained. It should be
expected that disgualifying conditions will be encountered on a recurring basis and
that prompt review and consistent reasonable evaluation will be necessary by
Board staff. For each listed disqualifying condition the following evaluation
guidelines are recommended:

Section 5096(qg)(2) — Paraaraphs (A) and (B)
(g) (2) Disqualifying conditions include:

(A) Conviction of any crime other than a minor trafﬂo violation.

(B) Revocation, suspension, denial, surrender or other d:scnphne or sanctions
involving any license, permit, registration, certificate or other authority to
practice any profession in this or any other state or foreign country or to
practice before any state, federal, or local court or agency, or the Public
Company Accounting Oversight Board

Generally the presence of any of the conditions listed in paragraphs (A) or (B) of
Section 5096(g) would equate to likely serious violations or unprofessional-conduct
and should preclude practice in California under the practice privilege model.
Exceptions will, however, be experienced. Examples under paragraph (A) could
include convictions with no relationship to the practice of public accounting (spousal
abuse) or a misdemeanor violation committed several ysars ago with no



Practice Privilege Task Force
August 24, 2004
Page 2

reoccurrence (_&s‘hopiifti-ng). Examples under paragraph (B) could includérévocation
of a Texas CPA ceftificate for failure to renew the license timely.

Evaluation guidelirié's should be established that will allow licensing staff to identify
and pass (allow practice privilege) on convictions having no relationship with the:
practice of public accountancy, misdemeanor convictions ever 10 years old and -
license sanctions in other jurisdictions caused by administrative procedural actions
versus discipline for unprofessional conduct. The Board8licensing staff-currertly
employ similar guidelines in their evaluation of applicants for licensure and that
system is operatlng smoothly. Situations rnvolvrng drsqualrfyrng conditions that fal|
outside these'glidelines should ‘be referrédts the’ Enfor ent Divisighwhere a
review will béfeordlsted #o détermirs itfhdre is'a fachlial BASIE 18 deny practice
under a practice privilege, or actual California licensure, pursuant to Business and
Professions Code Seotron 480 (Grounds for Denlal)

Wil eay é,\»x«_

. -

Section:5096(c)(2) — Paraor‘aohs{ C) énd4{D)
(hy(2 ) Risqualifying conditishs ificlude? o »
(C) Pendenoy of any investigation, rnqurry or prooeedrng by of befére dfy
state, federal or [ocal-coirt-or agency, including, but not litit d 16, the
PUBlic Cempafy Actsurting"Oversight Board, lnvolvrng"th-e‘ professroﬁ’afl

conduct of the individual. LT e
(D)AnyJudgment or arb|tratron award agarnst the |ndIV|duaI |nvoIV|ng the

5096( )W|II rndroate the possrbr[rty of geridusVislativrs 61 unprefessronat conduot'
and practice rights via the practice privilege option shtild ndt be granited withicut *
thorough revrew by Enforoement DlVlSlon pereonnel Thrs revrew may_requrre

d 'r' t lnto the
A many cases,
“before another

eourred to
a¥ &5 California.
Praotrce rlghts via prac’uoe perlIege should. eniy be: granted if Effotéement Division
personnel are able to obtain an understanding of the facts sufficient to conclude
there®is no factual basis+to deny practice:under Business and Profegsions Code
Sectlon 48@ The Board wrll need to deterrrnne rf thxs s an?i*approprrate*use of
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Section 5096(q) — Paraaraphs (2)(E)
(h) (2) Disqualifying conditions include:
(E) Any other conditions as specified by the board in regulation. .

Evaluation guidelines will depend on the specific disqualifying conditions adopted
by the Board in regulation.

GPN

Attachménts

WCBA-USER\Micheie\DOCSIMICHELEVSPECIAL PROJECTS\PRAC PRIV TASK FORCEWII EVALUATE DISQ QUALIFICATIONS.doc



Proposed Section 5096(q)

(g) (1) No individual may practice under a practice privilege without prior approval
of the board if the individual has, or acquires at any time during the term of
the practice privilege, any disqualifying condition under paragraph (2).of
this subdivision.

(2) Disqualifying conditions include:

(A) Conviction of any crime other than a minar traffic violation.

(B) Revocation, suspension, denial, surrender or other discipline or
sanctions involving any license, permit, registration, certificate or other
authority to practice any profession in this or any other state or foreign
country or to practice before any state, federal, or local court or

.agency, or the Public Company Accounting Oversight Board.

(C) Pendency of any investigation, inquiry or proceeding by or before any
state, federal or local court or agency, including, but not limited to, the
Public Company Accounting Oversight Board, involving the
professional conduct of the individual.

(D) Any judgment or arbitration award against the individual involving the
professional conduct of the individual in the amount of thirty thousand
dollars ($30,000) or greater.

(E) Any other conditions as specified by the board in regulation.

(3) The board may adopt regulations exempting specified minor occurrences
of the conditions listed in subparagraph (B) of paragraph (2) from being
disqualifying conditions under this subdivision.

ATTACHMENT 1



Proposed Section 5096.2(a)

(a) Practice privileges may-5e denied ferfaildre to qualify under oFgomply with
th& provisiens of this article’ or implemeriting regulations, orforany-act that if
cofhmittedEs i an applicant for licensurs wolild be grounds for:derial 6f a -
license under Section 480 or if committed by a licensee wolld:zbe:grourids for
discipline under Section 5100, or for any acteommitted outside of this state
that would bé a vielation if committed within this: state.

ATTACHMENT 2



Section 480

(a) A board may deny a license regulated by this code on the grounds that the
applicant has one of the following:

(1) Been convicted of a crime. A conviction within the meaning of this section
means a plea or verdict of guilty or a conviction following a plea of nolo
contendere. Any action which a board is permitted to take following the
establishment of a conviction may be taken when the time for appeal has
elapsed, or the judgment of conviction has been affirmed on appeal, or

when an order granting probation is made suspending the imposition of
sentence, irrespective of a subsequent order under the pl"OVlSIOﬂS of
Section 1203.4 of the Penal Code.

(2) Done any act involving dishonesty, fraud or deceit with the intent to
substantially benefit himself or another, or substantially injure another: or

(3) Done any act which if done by a licentiate of the business or profession in
guestion, would be grounds for suspension or revocation of license. The
board may deny a license pursuant to this subdivision only if the crime or
act is substantially related to the qualifications, functions or duties of the
business or profession for which application is made.

(b) Notwithstanding any. other provision of this code, no person-shall be denied a
license solely on the basis that he has been convicted of a felony if he has
obtained a certificate of rehabilitation under Section 4852.01 and following of
the Penal Code or that he has been convicted of a misdemeanor if he has
met all applicable requirements of the criteria of rehabilitation developed by
the board to evaluate the rehabilitation-of a person when considering the
denial of a license under subdivision (a) of Section 482.

(c) A board may deny a license regulated by this code on the ground that the
applicant knowingly made a false statement of fact required to be revealed in
the application for such license. ‘

ATTACHMENT 3



. State of California

Department of Consumer Aﬁa,'rs 2000 Evergreen Street, Suite 250

Attachment 4 Sacramento, CA 95815-3832

Memorandum

To

From

Subiject :

Practice Privilege TF Agenda ltem V
October 5, 2004

Renata Sos, Chair
Members, Practice Privilege Task Force Date :  September 27, 2004

Telephone : (916) 561-1788
Facsimile : (916) 263-3674
E-mail : agranick@cba.ca.gov

Aronna Granick /iwv;«,_/
Legislation/Regulations Coordinator

Consideration of Whether it Should be a Disqualifying Condition to Have an
Unpaid Fine Related to Practice Privileges

This agenda item presents for Task Force discussion and action the question of
whether it should be a disqualifying condition to have an unpaid fine related to
practice privileges. If the Task Force concludes that it should be a disqualifying
condition, it would need to be established as a regulation.

This question came to light based on discussions at the September 9, 2004,

meeting. At that meeting, the Task Force discussed issuing fines for failure to
comply with practice privilege requirements. The Task Force concluded that fines
should be issued related to failure to provide notice within the “safe harbor” period
and failure to pay the practice privilege fee timely. As the Task Force continues its
discussion, other items may be identified where issuance of a fine is deemed an
appropriate penalty. At its September 9, 2004, meeting the Task Force also
adopted a motion to clarify that it is a disqualifying condition to have an unresolved
administrative suspension. Based on these discussions, the question has been
raised whether it should be a disqualifying condition to have an unpaid fine as well.

For background on previous Task Force actions, please see pages 5-10 of the
minutes of the September 9, 2004, meeting.

California Board of Accountancy . .



_ State of California

Department of Consumer Affairs 2000 Evergreen Street, Suite 250

Attachment 5 Sacramento, CA 95815-3832
Memorandum

Practice Privilege TF Agenda ltem VI
October 5, 2004

To . Renata Sos, Chair
Members, Practice Privilege Task Force Date : September 27, 2004

Telephone : (916) 561-1788
Facsimile : (916) 263-3674
E-mail : agranick@cba.ca.gov

From : Aronna Granick /&—vad
Legislation/Regulations Coordinator

Subject:  Update on Task Force Actions Related to When an Out-of-State CPA
’ Needs to Apply for a California License Rather than Requesting a Practice Privilege.

This memo provides an update on Task Force and Board actions to date which
relate to when an out-of-state CPA needs to apply for a California license rather
than requesting a practice privilege.

Currently, three circumstances have been identified in which an out-of-state CPA
would needto seek a California license rather than a practice privilege in order to
practice in California:

1) The individual wants to establish his or her principal place. of business in
California [Business and Professions Code Section 5096(a)].

2) The individual wants to provide services from an office in this state and is not
an employee of a California-registered firm [Business and Professions Code
Section 5096(e)(3).]

3) The individual is the subject of a pending investigation in which the outcome is
not likely to be known for some time. This reflects the action of the Practice
Privilege Task Force at its meeting of September 9, 2004, based on a
recommendation of Gregory Newington, Enforcement Division Chief.

As background for your consideration of this agenda item, Business and
Professions Code Section 5096 and excerpts from the September 9, 2004, minutes
are provided as Attachments 1 and 2.

Attachments

California Board of Accounfancy_ o



_ Attachment 1

Article 5.1. Practice Privileges
Section 5096.

(a) An individual whose principal place of business is not in this state and who has a
valid and current license, certificate or permit to practice public accountancy from
another state may, subject to the conditions and limitations in this article, engage in the
practice of public accountancy in this state under a practice privilege without obtaining a
certificate or license under this chapter if the individual satisfies one of the following:

(1) The individual has continually practiced public accountancy as a certified public
accountant under a valid license issued by any state for at least four of the last ten
years.

(2) The individual has a license, certificate, or permit from a state which has been
determined by the board to have education, examination, and experience qualifications
for licensure substantially equivalent to this state's qualifications under Section 5093.
(3) The individual possesses education, examination, and experience qualifications for
licensure which have been determined by the board to be substantially equivalent to this
state's qualifications under Section 5093.

(b) The board may designate states as substantially equivalent under paragraph (2) of
subdivision (a) and may accept individual qualification evaluations or appraisals
conducted by designated entltles as satisfying the requirements of paragraph (3) of
subdivision (a).

(c) To obtain a practice privilege under this section, an individual who meets the
requirements of subdivision (a), shall do the following:

(1) In the manner prescribed by board regulation, notify the board of the individual's
intent to practice.

(2) Pay a fee as provided in Article 8 (commencing with Section 5130).

(d) Except as otherwise provided by this article or by board regulation, the practice
privilege commences when the individual notifies the board, provided the fee is received
by the board within 30 days of that date. The board shall permit the notification to be
provided electronically.

(e) An individual who holds a practice privilege under this article:

(1) Is subject to the personal and subject matter jurisdiction and disciplinary authority of
the board and the courts of this state.

(2) Shall comply with the provisions of this chapter, board regulations, and other laws,
regulations, and professional standards applicable to the practice of public accountancy
by the licensees of this state and to any other laws and regulations applicable to
individuals practicing under practice privileges in this state except the individual is
deemed, solely for the purpose of this article, to have met the continuing education
requirements and ethics examination requirements of this state when such individual
has met the examination and continuing education requirements of the state in which
the individual holds the valid license, certificate, or permit on which the substantial
equivalency is based.



et

(3) Shall not provide public accountancy services in this state from any office located it -
this state, except as an employee of a firm registered in this state. This paragraph does
not apply to publro accountancy servrces provrded to a ollent at the client's place of

(4) Is \"de”.emf
individual s

any action’ or Io)
(5) Shallicoopératé: W|th any beard |nvest|gat|on or |nqu|ry and shall:timely respond: to a.
board investigation, inquiry, request, notice, demand or subpoena for information or
documents and tlmely provrde to thé board the |dent|r|ed |nformat|on and documente

(g) ( ) No lndlwdual may practlce under a practloe tprivilegewithouitpriorappreval of-the ..
board lf the |nd1v1dual has or acquires at any time during the term of the practlce

) j-condition under paragraph ( ) 2 :of thlsﬂsubdrwsuan Ce
2 )Dlsquallfymg condmo' ludess frsele o e el e b & %
(A) Conviction-of any érime other thah a mlnor\traf'flc wolatlon: SRR
(B) Revocation, suspension, denial, surrender or other discipline orsanotlons sinvolving -~
any license, permit, registration, certificate or other authority to practice any profession
in this or any other state or foreign country Or o practice before.any state, federalsior.
local court or agency, or the Public C nting-Oversight Board. to atmaren

”~

(C) Pendencyvo'f'ra‘n“y‘mveetlgatlon inguity. 6 pro e:edlng by ot before:: 'any etaterafederarl

Wiy e ) ¢ » [
4

¢ B ot

3 [N
1 i Ax-« [ R N

Oversrght Board, invelVihg & pio 5
(D) Any Judgment or arbltra’non award against tne mdlwdual rnvolvrng the professronal
la "‘E’($3. ;000):4 or greate,r'

(3) The board may adopt rregulatlons exempting specrfled iminor-oceuttences of- the

conditions listed in subparagraph (B) of paragraph (2) from being disqualifying«
conditions under this subdivision.
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STATE. OF CALIFORNIA — STATE AND CONSUMER SERVICES AGENGY v ARNOLD SCHWARZENEGGER,; Governor

& A sect CALIFORNIA BOARD OF ACCOUNTANCY
C' L ot 2000 EVERGREEN STREET, SUITE 250 Attachment 2
b SACRAMENTO, CA 95815-3832
Consumer TELEPHONE: (016) 265-3680
Hairs FACSIMILE: (916) 263-3675

WEB ADDRESS: htip:/iwww.dea.ca.govicha

Practice Privilege TF Agenda ltem |
October 5, 2004

DRAFT
PRACTICE PRIVILEGE TASK FORCE
MINUTES OF THE MEETING
September 9, 2004
Hyatt Regency
1209 L Street
Sacramento, CA 95814

CALL TO ORDER

Renata Sos, Chair, called the meeting of the Practice Privilege Task Force to order at
8:40 a.m. and welcomed the participants. Ms. Sos noted that a quorum of the Board
(eight members of the Board) was not present at this meeting.

Task Force Members:
Renata Sos, Chair
Sally Flowers

Gail Hillebrand
Thomas lino

Harold Schultz.

lan Thomas (Absent)

Staff and Legal Counsel _

Mary Crocker, Assistant Executive Officer

Patti Franz, Licensing Manager

Michael Granen, Deputy Attorney General

Aronna Granick, Legislation/Regulations Coordinator
Bob Miller, Legal Counsel

Greg Newington, Chief, Enforcement Program
Theresa Siepert, Executive Analyst

Carol Sigmann, Executive Officer

Liza Walker, RCC Analyst

Other Participants

Richard Charney, Board Member

Tom Chenowith

Julie D’Angelo Felimeth, Center for Public Interest Law
Donald Driftmier, Board Member

Michael Duffey, Emst and Young LLP




fter discussion, it was movedr:b»y-sMs:*ﬂvifllleﬁﬁan.dzfﬁ'at the following procedure be
recommended to the Board to address the payment issues under discussion: at
such time-asit is determined:that payment is not received, is late, or that the
check was dishonored;@nd that:this is not the result of an administrative error,
the Board shall issue an administrative suspension and a fine. The
administrativé suspension would remain in effect untlI the problem was cured If
it is not cured, the administ ‘
expiration of the practice priv on| )
condition and cause the person to ot - automatlcally receive a practice privilege
the next time. In addition, staff wou|d be dlrected ‘to develop a recommendation
related to fine amounts and condltlons wnth a range of fines for repeat
occurrences. Mr. Newington re|terated hIS c necern, that establishing a new
disqualifying condition would generate “additional work for Enforcement Program
staff. Ms. Hillebrand amended her motion to remove the proposed disqualifying
condition. The amended motion was seconded by Ms. Flowers and. unanlmously

carried.

practice privilege (see Attachment 3). He recommended that gwdellnes s fordi
condrtlons related primarily to conVIctlons and license discipline should para

for licensure.

e el T e
[RI1

With regarded to disqualifying conditions related primarily to pendmg stlga’uons and'®

civil judgments he recommended that practice pnvrleges should not

recommend to the Board that staff proceed as outlm
(Attachment 3).

;;;;;

VIll. Consideration of What, If Any, Additional D|squal|fy _g"C ndi
Specified by Regulations. S

AR LI asdped o

Mr. Newmgton reported that rewew by Enforcement Program staff did not lden’ufy any

o)
He noted that there was a proposal that there be a dlsquahfymg conditior*felated ‘tob‘
unpaid fees, but the Task Force did.not adopt this proposal. ‘

e 8




" State of California

California Board of Accountancy

Department of Consumer Affairs 2000 Evergreen Street, Suite 250

Sacramento, CA 95815-3832

Memorandum

To

From

Subject :

Board Agenda Item VIIL.F.3.a
November 19, 2004

lan Thomas, President
Members, California Board of Accountancy Date . November 5, 2004

Telephone : (916) 561-1788
Facsimile : (916) 263-3674
E-mail : agranick@cba.ca.gov

Aronna Granick /_%’\/\y._/y\_\/

Legislation/Regulations Coordinator

Recommendation Regarding a Process to Address Changes in Reported
Information That Occur During the Term of the Practice privilege

At its meeting of October 5, 2004, the Practice Privilege Task Force considered
changes in the information reported in the notification that occur during the term of
the practice privilege. These changes could be of two types: 1) the occurrence of a
significant event that could potentially be a disqualifying condition, or 2) changes of
a less significant nature such as a change of address or phone number.

To address these occurrences, the Task Force recommends the Board adopt the
following procedure:

Practice Privilege holders would be required to report the occurrence of any
change in the information reported on the notification form within 30 days. This
is consistent with Item 12 under Qualification Requirements in the Draft
Notificationm Form (Attachment 1) and with the draft regulations Lnder
development.

If the reported event constitutes a disqualifying condition, the Board would issue
an administrative suspension and then proceed with its evaluation using the
process approved by the Task Force at its September 9, 2004, meeting (see
Attachment 2).

If the reported event relates to any other item on the form, Board staff would
simply update the information.

Failure to report would be subject to a fine by the Board. Failure to report a
disqualifying condition could also be grounds for discipline. (Draft regulations
under development are consistent with this procedure.)

Attachments



TATE ©F GALI

Y o™ : CALIFORNIA BOARD OF AGCOUNTANCY
A S e
%&ﬁm 2000 EVERGREEN STREET, SUITE 250 Attachment 1
SACRAMENTO, CA 95815-3832
TELEPHONE: {916) 263-3680

FAGSIMILE: (916} 263-3675
WEB ADDRESS: hitpiiwww.dca.ca.govicba

Practice Privilege TF Agenda ltem V. Board Agenda ltem VIII.F.4.c.
November 18, 2004 " November 19, 2004

NOTIFICATION AND AGREEMENT TO CONDITIONS FOR THE PRIVILEGE TO
PRACTICE PUBLIC ACCOUNTING IN CALIFORNIA PURSUANT TO
CALIFORNIA BUSINESS AND PROFESSIONS CODE SECTION 5096:

Name: Prior Name(s):

Firm Name:

Address Of Principal
Place Of Business:

Telephone Number Fax Number Business
(business hours): (business hours): E-mail:
Date Of Birth: / / Social Security Number:

QUAL}FICATION REQUIREMENTS:
9. | am an individual.

- My principal place of business is not in California and | do not have an office in California
other than through a firm that is registered in California and of which | am an employee or
| have a pending application for licensure in California under Sections 5087 and 5088.

3. | am qualifying for Practice Privilege based on my valid license to practice public
accountancy in the following state:

State: License Number: Date Issued:

4. [Ja. The state of licensure identified in item 3 is deemed substantially equivalent by the
California Board of Accountancy (see Appendix 1 for list of substantially equivalent
states); OR

[]b. My individual qualifications have been determined by NASBA to be substantially
equivalent (NASBA file no. ); OR

[Je. | have continually practiced public accountancy as a certified public accountant under a
valid license issued by any state for 4 of the last 10 years.

5. | understand that | may sign a report on an attest engagement under this privilege to
practice only if | have at least 500 hours of experience in attest services.

8. | agree to abide by the laws of the State of California, including the California
Accountancy Act (Business and Professions Code Section 5000 et seq., accessible at
http://www.dca.ca.gov/cba/acnt_act.htm) and the regulations thereunder (accessible at
httpz//’www.dca.ca.gov/cba/regs.htm).



e e Taeds N

.Accountancy (CBA) rncludrng, but ncf),{
“a. To suspend or revoke WIthout prro

8. | agree to respond\fully‘ ‘. : elyte:allinguir u“ A relating. |
California practice privilege, rncludlng after the expiration- of this prIV|I€ge

9. | consent to the authority-of the CBA%6*sify tHe accuracy and truthfulness of the
information provided in this notification. | consent to the release of all information
relevant to the-CBA's inquiries now or in the future by:

a. Contacting other states;

b. Contacting the SEC, PCAOB or any other federal agency before which | am
authorized fo practice; and

c. Contacting NASBA. i

PN

10. | am submitting this notice to the CBA: S A

[

at or before the time | begin the practice ofspublic:acecountancy in California; OR

L]

within five business days of beginning the practice of public accountancy in.Califernia.on .
__/__/__. My reason(s) for not providing notice on or before that date: R

’ o - S e E
J VPR SR G B RT 11 7. N LI ST B 2

R PSPy SIS ST

R,

; B R N TP 11 SN o
R T T
11. | Have gt th&Bontinding: educa’nen requrrements a
state of hcensure ldentlfred in item 3 above

PR A fogad it o RN
s aikdy, e IE N‘,; 3 g v FUR AT A

12. In the event that any of the information in thrs notlce changes,.l lll provide tne CBA’
written notice of any such change wrthln 30 days of its occurrence

A

‘ J lAil_-

d.»any exam xreq ui

13. | am concurrently submitting the fee of j$_1‘00.00. _

DISQUALIFYING CONDITION

Please check any of fhe.items below thatapply. For any checked items in (1)- (6) youn must prowde additional
nformatlon as requested in Attachment X and yé you are ‘not a" rized 16

1 1. [ have been convicted of & crlm“‘f other tnan a MiRGr traffic violdtion, = -

; . L8 THS VO D6 o
O 2 | haye had.a license, regist tlon permt_or authorty to practice a professron
surrendered den ], SU de | Ase drscrphned orssanctioned except

for the followxng occurrences:

St

(A) an adtion by @ state, federal, or- Jocal agency or court of.the PCAQOB in which the only
© ¢ ganction was.afing of lessthan-$ s -ora :requrgemen’g,thajc;the,i'r_;]dividual complete
>“gpecified coritinuing educanonﬂcourses - o ‘
(B) the revocation of a license or ‘other authorrty to pract oun \cy, other
than the license upon which the practice pr|V|Iege is baset solely Becalsé of failure
to complete continuing education or failure to renew.

o



O s | am currently the subject of an investigation, inquiry or proceeding by or before a state,
federal, or local court or agency (including the PCAOB) involving my professional

conduct.

1 4 I have an unresolved administrative suspension or an unpaid fine related to a prior
California practice privilege.

Ll s | did not respond to a request for information from the Board related to a prior practice
privilege.

] 6. | have had a judgment or arbitration award against me in an amount of $30,000 or

greater that involved allegations relating to my professional conduct.

ADDITIONAL INFORMATION (Required):

In addition to the state of licensure identified in item 3, | am also authorized to practice in the foliowing:

State: License Number: Other Authority:
State: License Number: Other Authority:
| wish to be able to sign an attest }epon under this practice privilege and | have at least 500 hours of
experience in attest services. ] Yes ] No
| am an associated person of a firm registered with the PCAOB. [] Yes ] No
My office where | have my principal place of business undergoes peer review. [ ] Yes ] No

The state of licensure identified in item 3 requires continuing education in fraud detection and | have fulfilled
this requirement. T Yes ] No

, understand that any misrepresentation or omission in
~onnection with this notification is cause for termination of my practice privilege in California. Further
| authorize the California Board of Accountancy to act accordingly, including notifying other state or
federal authorities. | certify under penalty of perjury under the laws of the state of California that the
foregoing information is true and correct.

Signature: | Date:

Your privilege to practice commences with the submission of your completed notification and your fee.
Your privilege expires one-year from the date of this notfice.
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ATTACHMENT X

1. If you checked any of items 1 - 6 under disqualifying conditions, please provide explanatory details:

2. If you checked item 6 under disqualifying conditions, please also provide:

Date of Judgment/
Arbitration Award: Jurisdiction/Court: Docket No:
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DRAFT
PRACTICE PRIVILEGE TASK FORCE
MINUTES OF THE MEETING
September 9, 2004
Hyatt Regency
1209 L Street
Sacramento, CA 95814

CALL TO ORDER

Renata Sos, Chair, called the meeting of the Practice Privilege Task Force to order at
8:40 a.m. and welcomed the participants. Ms. Sos noted that a quorum of the Board
(eight members of the Board) was not present at this meeting.

Task Force Members:
Renata Sos, Chair
Sally Flowers

Gail Hillebrand
Thomas lino

Harold Schultz.

lan Thomas (Absent)

Staff and Legal Counsel

Mary Crocker, Assistant Executive Officer

Patti Franz, Licensing Manager

Michael Granen, Deputy Attorney General

Aronna Granick, Legislation/Regulations Coordinator
Bob Miller, Legal Counsel

Greg Newington, Chief, Enforcement Program
Theresa Siepert, Executive Analyst

Carol Sigmann, Executive Officer

Liza Walker, RCC Analyst

Qther Participants

Richard Chamey, Board Member

Tom Chenowith

Julie D’Angelo Felimeth, Center for Public Interest Law
Donald Driftmier, Board Member

Michael Duffey, Ernst and Young LLP




After discussion, it was moved by Ms. Hillebrand that the following procedure be
recommended to the Board to address the payment issues under discussion: at
such time as it is determined that payment is not received, is late, or that the
check was dishonored, and that this is not the result of an administrative error,
" the Board shall issue an administrative suspension and a fine. The
administrative suspension would remain in effect until the problem was cured. If
it is not cured, the administrative suspension would remain in effect until the
expiration of the practice privilege. A dishonored check would be a disqualifying
condition and cause the person to not automatically receive a practice privilege
the next time. In addition, staff would be directed to develop a recommendation
related to fine amounts and conditions with a range of fines for repeat
occurrences. Mr. Newington reiterated his concern that establishing a new
disqualifying condition would generate additional work for Enforcement Program
staff. Ms. Hillebrand amended her motion to remove the proposed disqualifying
condition. The amended motion was seconded by Ms. Fiowers and unanimously
carried.

VII. Consideration of the Standards and Process for Determining How the “Disqualifying
Conditions” May Result in Denial of the Practice Privilege.

Mr. Newington reporied on a recommended procedure for determining how the
disqualifying conditions listed in Section 5096(g) should be applied to denial of the
practice privilege (see Attachment 3). He recommended that guidelines for disqualifying
conditions related primarily to convictions and license discipline should paraliel the

guidelines currently employed by Licensing Program staff when reviewing applications
for licensure.

With regarded to disqualifying conditions related primarily to pending investigations and
civil judgments, he recommended that practice privileges should not be granted without
a thorough review by Enforcement Program staff. He further recommended that if there
is a pending investigation and the outcome of the investigation will not be known for
some time, a practice privilege should not be granted and the person should be
encouraged to apply for licensure. It was the consensus of the Task Force to
recommend to the Board that staff proceed as outlined in Mr. Newington’s memo
(Attachment 3).

VIil. Consideration of What, If Any, Additional Disqualifying Conditions Should be
Specified by Reguilations.

Mr. Newington reportied that review by Enforcement Program staff did not identify any
additional disqualifying conditions that should be adopted by the Board in regulations.
He noted that there was a proposal that there be a disqualifying condition related to
unpaid fees, but the Task Force did not adopt this proposal.
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- Department of Consumer Affairs.

Attachment 3 2000 Evergreen Street, Suite 250

Sacramento, CA 95815-3832
Memorandum
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September 8, 2004 Septemnber 10, 2004
To . Practice Privilege Task Force Date . August 24, 2004

‘Board Members

From :G%;/ Nevalggﬁmé

Chief, Enforcement Division -

Telephone : (916) 561-1731
Facsimile : (816) 561-3673
E-mail . gnewington@cba.ca.gov

Subject:  Consideration of the Standérds and Process for Determining How the
“Disgualifying Conditions” May Result in Denial of the Practice Privilege

Proposed Business and Professions Code Section 5096(g) lists disqualifying
conditions for the practice privilege (Attachment 1). Proposed Section 5096.2(a)
provides relevant criteria (Attachment 2). This memo discusses the disqualifying
conditions in Section 5086(g) and the standards and process for evaluating how
they may result in denial of the practice privilege. Business and Professions Code
Saction 480 related to the denial of licenses is lncluded for reference in
Attachment 3.

Section 5086(g)(1) precludes practice under a practice privilege if a listed
disqualifying condition is present until Board approval is obtained. It should be
expected that disqualifying conditions will be encountered on a recurring basis and
that prompt review and consistent reasonable evaluation will be necessary by

Board staff. For each listed disqualifying condition the following evaluation
guideiines are recommended:

Section 5098{q)(2) — Paradaraphs (A) and (B)
(g) (2) Disqualifying conditions include:
(A) Conviction of any crime other than a minor traffc violation.
(B) Revocation, suspension, denial, surrender or other dtsmplmn or sanctions
involving any license, permit, registration, certificate or other authority to
practice any profession in this or any other state or foreign country or to

practice before any state, federal, or local court or agency, orthe Public
Company Accounting Oversnght Board.

Generally the pressnce of any of the conditions listed in paragraphs (A) or (B) of
Section 5086(g) would equate to fikely serious violations or unprofessional conduct
and should preclude practics in California under the practice privilege model.
Exceptions will, however, be experienced. Examplies under paragraph (A) could
include convictions with no relationship to the practice of public accounting (spousal
abuse) or a misdemeanor violation committed several years ago with no
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reoccurrence (shoplifting). Examples under paragraph (B) could include revocation
of a Texas CPA certificate forfailure to renew the license timely.

: Evaluation guidelines shouldbe established that will allow licensing staff to identify
and pass (allow practice privilege) on convictions having .no relationship with the
practice of public accountancy, misdemeanor convictions over 40 years old:and -
license sanctions in other jurisdictions caused by administrative procedural actron.s
versus discipline for unprofessional conduct. The Board's. licEnsing staff currently
employ similar guidelines in their evaluation of applicants for licensure and that
system is operating smoothly. Situations involving disqualifying conditions that fall
outside these guidelines sticuld Bereferied 1o the Enforeemient Division whers a
review willEBgcshducted:to deterting if there:is-sactual basigto.deny practice
under a practice privilege, or actual California licensure, pursuant to Business and
Professrons Code Sec:tron 480 (Grounds for Den1a|)

Sk Jr-

Secttion.5098(q)(2) = Paraaraphs(C) and D) :
(h)(2)Disqualifying conditioris includs:™  ~ * - e o
(CyPendency-of any-investigation, -inquiry or proceedmg by:or before any
- state; federal arlocal court or agency, including; but.not limitedto, the
Pubhc :Company. Accounting ‘QversightiBoard; invelving: the erofessrenal
conduct of the individual. "
(D)Anyjudgment or arb|trat|on award agarnst the rndrvrdual rnvolvmg the

dollars ($3® @O@) er greater S e

o RO Ll rg T e R sy e

The presence of any of the condmons Ilsteeun paragraphs (€Y or»«(D) of-Section
5096(g)will indicate the possibility of serioustViolations-or unprefessiorial conduct,
-and practice rights via the practice privilege option sheuld notibe :grantedswithout
thorough review by Enforcement Division personnel. This review may require
investigative action or inquiry to obtain:an;adequate un_derstandrngﬂof fkie facts ahd
issues underlying the disqualifying condition arn Ltho: cts would#fit into the
criteria referenmced in Blsinessand: Prufessron.stode Section. 480&

sln'miany cases,
particularly-those thatsinvolvesa: pending: mvesﬂgatronx@r proceeding béfore another
agencl,the factswill:not:be fully:developed. oravailables Ifso;practice rights viaa
practice.privilege shouid.notbe granted, ahd the:applicant should.be required to
apply-+for aCalifarnia-CPAclicense should:herorishe desire te.-practice in California.
Practice rights via practice privilege should:only be-granted:if Enforcement Division
personnel are able to obtain an understanding of the facts sufficient to conclude
there is'no:factual-basis:to deny practice under-Business and:- Professions: Cede

- Section:480..The. Boardpwrll need to determine rf th!s is-an: approprrate use of-.
enforcement resources: i
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Section 5096(q) — Paraaraphs (2)(E)
(h) (2) Disqualifying condifions include:
(E) Any other conditions as specified by the board in regulation. .

Evaluation ngideIines will depend on the specific disgualifying conditions adopted
by the Board in regulation. '

GPN

Attachménts
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Proposed Section 5@96@

(g) (1) No individual may practice under a practice privilege without pricr approval
of the board if the individual has, or acquires at any time during the term of
the practice privilege, any disqualifying condition under paragraph (2).of
this subdivision.

(2) Disqualifying conditions include:

(A) Conviction of any crime other than a minor traffic viclation.

(B) Revocation, suspension, denial, surrender or other discipline or
sanctions involving any license, permit, registration, certificate or other
authority to practice any profession in this or any other state or foreign
country or to practice before any state, federal, or local court or

.agency, or the Public Company Accounting Oversight Board.

(C) Pendency of any investigation, inquiry or proceeding by or before any
state, federal or local court or agency, including, but not iimited to, the
Public Company Accounting Oversight Board, involving the
professional conduct of the individual.

(D) Any judgmeént or arbitration award against the individual involving the
professional conduct of the individual in the amount of thirty thousand

doliars ($30,000) or greater.

(E) Any other conditions as specified by the board in reguiation.

(3) The board may adopt regulations exempting specified minor occurrences
of the conditions listed in subparagraph (B) of paragraph (2) from being
disqualifying conditions under this subdivision.

ATTACHMENT 1



Proposed Section 5086.2(a).

b

(a) Préstice privileges may: be deniedforfailuresto qualify-under arcomply with
the& provigieris of this article:or implementirig:regulztions -orfor-any-act that if
committed-by-an applicant for [icensure would be:groundsfor:denial of a
license under Section 480 or if commitied by a licensee would-bé- grounds for

discipline under Section 5100, or for any act:committed -cutside of thrs -state
that would bea Vlolatlon if commltted within this state

PRYTNS

S

ATTACHMENT 2




Section 480

(a) A board may deny a license regulated by this code on the grounds that the
applicant has one of the following:

(1) Been convicted of a crime. A conviction within the meaning of this section
means a plea or verdict of guilty or a conviction following g plea of nolo
contendere. Any action which a board is permitted to take following the
establishment of a conviction may be taken when the time for appeal has
elapsed, or the judgment of conviction has been affirmed on appeal, or
when an order granting probation is made suspending the imposition of
sentence, irespective of a subsequent order under the prowsmns of
Section 1203.4 of the Penal Code.

(2) Done any act involving dishonesty, fraud or deceit with the intent to
substantially benefit himself or another, or substantially injure another; or

(3) Done any act which if done by a licentiate of the business or profession in
guestion, would be grounds for suspension or revocation of license. The
board may deny a license pursuant to this subdivision only if the crime or
act is substantially related to the qualifications, functions or duties of the
business or profession for which application is made.

(b) Notwithstanding any other provision of this code, no person shall be denied a
license solely on the basis that he has been convicted of a felony if he has
obtained a certificate of rehabilitation under Section 4852.01 and following of
the Penal Code or that he has been convicted of a misdemeanor if he has
met all applicable requirements of the criteria of rehabilitation developed by
the board to evaluate the rehabilitation-of a person when considering the
denial of a license under subdivision (a) of Section 482.

(c) A board may deny a license regulated by this code on the ground that the
applicant knowingly made a false statement of fact required to be revealed in
the application for such license.

ATTACHMENT 3



State of California

l . . California Board of Accountanc
Department of Consumer Affairs y

2000 Evergreen Street, Suite 250
Sacramento, CA 95815-3832
Memorandum

Board Agenda ltem VIII.F.3.b
November 19, 2004

To : lan Thomas, President
Members, California Board of Accountancy Date - November 5, 2004

Telephone : (916) 561-3788
Facsimile : (916) 263-3674
E-mail . agranick@cba.ca.gov

From : Aronna Granick —/{;_)3%4/
ti

Legislation/Regulations Coordinator

Subject: ~ Recommendation Regarding Whether it Should be a Disqualifyihg Condition
to Have an Unpaid Fine Related to Practice Privileges.

The memo provides for Board consideration and action the Practice Privilege Task
Force’s recommendation related to unpaid fines. The Task Force recommends
that, if a practice privilege expires with an unpaid fine still pending, the individual
who held the practice privilege needs to obtain Board approval before beginning
practice under a new practice privilege. .

This issue came to light based on discussions at the September 9, 2004, Practice
Privilege Task Force meeting. At that meeting, the Task Force discussed issuing
fines for failure to comply with practice privilege requirements. The Task Force
concluded that fines should be issued related to failure to provide notice within the
“safe harbor” period and failure to pay the practice privilege fee timely. At that
meeting the Task Force also adopted a motion to clarify that it is a disqualifying
condition to have an unresolved administrative suspension. Based on these
discussions, the Task Force considered the matter further at its meeting of October
5, 2004, and unanimously adopted the recommendation noted above.

As background for your consideration of this recommendation, attached are relevant
excerpts from the minutes of the September 9 and October 5, 2004, meetings
(Attachments A and B) and a copy of the relevant statutory provision, subdivision

(g) of newly enacted Business and Professions Code Section 5096 (Attachment C). .

Attachments
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PRACTICE PRIVILEGE TASK FORCE
MINUTES OF THE MEETING
FINAL
September 9, 2004
Hyatt Regency
1209 L Street
Sacramento, CA 95814

CALL TO ORDER

Renata Sos, Chair, called the meeting of the Practice Privilege Task Force to order at
8:40 a.m. and welcomed the participants. Ms. Sos noted that a quorum of the Board
(eight members of the Board) was not present at this meeting.

Present:

Renata Sos, Chair
Sally Flowers

Gail Hillebrand
Thomas lino

Harold Schultz

lan Thomas (Absent)

Staff and Legal Counsel

Mary Crocker, Assistant Executive Officer

Patti Franz, Licensing Manager

Michael Granen, Deputy Attorney General

Aronna Granick, Legislation/Regulations Coordinator
Bob Miller, Legal Counsel

Greg Newington, Chief, Enforcement Program
Theresa Siepert, Executive Analyst

Carol Sigmann, Executive Officer

Liza Walker, RCC Analyst

Other Participants

Richard Charney, Board Member

Tom Chenowith

Julie D’Angelo Fellmeth, Center for Public Interest Law
Donald Driftmier, Baord Member

Michael Duffey, Ernst and Young LLP




'substantlally equivalent by CredentlaINet Both decnsmns will be reflected in
" régulations.

It was moved by Ms. Flowers and seconded by Mr. Schultz to accept NASBA’s
determmax’clonsrm both ateas. It was the intent of the motion that this would be
the only méthod through which these determinations would be made. During the
discussion Ms. Hillebrand asked.if the Board could, request that CredentialNet consider
ethics requirements in maklng !tS .‘érmlnat|ons MsI Sos indicated that the Board
could inform CrednetialNet that &thics is a prlorlty and request that CredentialNet's
review ensure that the ethics requirement in the CPA’s home state has been met. Ms.
Sos also indicated that it was her understandlng that ‘consistent with the Board's
obligation not to delegate its authority, the ‘rd s acceptance of NASBA's list and
credentialing program would be s\ub1 t ] us | monltonng and the Board would
have the ability to add or subtract “states from the1igt as “appropriate. After the
discussion, the motion was unanimously carried.

IV. Consideration of Whether the Board Should Accept NASBA's Deterriifiation-of an
|nd|V|d ual’'s Substantlal_EquwaIency or Use Some Other Method for Assessing the .

B. Discussion.

See Agenda Item IIl. “ BUIES

V. Consideration of Whether There Should Be a “Safe Harbor” Period for Pro

Notification to the Board. i+ He}tr

Ms. Sos introduced this agenda item and Agenda Item VI together. Sh nal
they relate to two questlons 1) When is notice due? and 2) What shé the Board do
when the payment is not received, is lost, or the payment check is dishonored? She‘

noted that the statute authorizes the Board to address both |ssues ‘égulatlons

With regard to whether there should be a “safe harbor” per ated»thatff“ ’
the materials for the meeting include two memos nds o
summarizing the arguments for and against-establishing.a safé
indicated she would like to focus the discussion on the followin

the problem that would be created if notice Weré requit
begins, 2) the potential for consumer harm if practice Is*
period before time before notification is required, 3) the ¥ .
done nothing wrong if there is no safe harbor, 4) the impact of variotis alfernativesin
terms of providing an incentive for giving notice. Ms. Sos indicated she would

appreciate input from the profession on these issues. Also, she encouraged he
Force to be mindful of its general approach of not proposing: g lations to addr
purely hypothetical situations or situations whlch would only lmpact a sma|| percentage
of the CPA population. e

;Ti‘ask




Ms. Sos added that should the Task Force.decide not to require notice at or before the
practice privilege begins, there are two ways this could be addressed: one is to indicate
that notice is due some specified number of days after practice privileges begins. The
other alternative is to have an emergency clause which would indicate that notice is due
at or before practice begins. If the means of providing notice is not available at that
time, notice is due as soon as possible after the means become available provided a
good faith effort is made to acquire the means. The second option would address those
situations in which someone is unable to provide notice through no fault of their own.

Mr. lino commented that he initially voted to require notice on or before the work began,
however a situation occurred recently which illustrates some of the issues raised by Ms.
Sos. When he was in Japan, an urgent need for more resources at the client’s
Torrance California plant was identified. Because of time differences, his call
requesting resources, placed at noon Tokyo time, was received at 8:00 p.m. Sunday
night in California. They were successful in getting the necessary people to the client’s
Torrance office by 9:30 a.m. the following day. However, it was very challenging,
especially since one of the people had been on vacation. Mr. lino indicated that, based
on this incident, he believed consideration should be given to establishing some kind of
safe harbor or emergency provision.

Ms. Flowers inquired if it would impede enforcement efforts if the violation occurred
during a safe harbor period. Ms. Sos noted that Section 5096.1 was intended to
address CPAs who are practicing without a practice privilege. Mr. Granen agreed, but
indicated the Board could more effectively communicate its enforcement action to other
state boards if the CPA held an actual practice privilege.

Ms. Hillebrand expressed concern that having a safe harbor period would permit people
to come in and practice legally for a short time without ever giving notice. She indicated
that it appeared to be proper law enforcement to require people to agree to abide by
California law and consent to the Board’s jurisdiction before they begin work in
California.

Mr. Duffey commented that he believed there is a very small universe of people who
would abuse the notice requirement in the way Ms. Hillebrand suggested. On the other
hand, there would be a number of situations in which people want to comply, but would
find it difficult without a reasonable safe harbor period. He expressed the view that a
safe harbor period would encourage compliance. For example, if there were a
reasonable safe harbor period, firms could establish compliance systems to centralize
and oversee compliance by their employees. Otherwise all of the responsibility for
compliance rests on the individual. Mr. Schultz agreed that compliance would be
encouraged if the Board provided a small opportunity to provide notice after practice
begins.

Mr. Robinson added that his clients, the “Big Four” accounting firms, were interested in
a safe harbor period from enforcement actions. They want to comply, but have concern
that without a safe harbor period they could violate the law inadvertently. He agreed



Duffey that-a 'safe harbor-period would-encourage conipliance:.‘He.indicated
that he was seekinga compromiseiiHe added that he had:talked:with:Senator Eigueroa-
ed.in:this aréa, the-implementation date foric.- =

and that, if Gonsensus cannotibe
practrce pnwleges would be extended’ for another year

ruw‘ <:~¢ “i\v Telrer en I\L}‘\ } i

ic .‘5-“'3’The potentlal for*c stimer: harm is Iess when the safe harbor perlod is. ;
shorter. She noted that the one of the primary reasons the concept of practice
privileges ‘was developed was to accommodate the very large :accounting firms so-that. .
théy could-comply with° parther rotation requirements. They are professionals with
massive support staff and the practice privilege concept.has a.great deal of easeand ::
convenience built in “so’lt is’ unclear why. they need a: safe ha-rbor perrodz ol TS

[N zJ\ iy 493 £ O Te, e, o ik

She- mdtcated that.s\.e had-r Vi he! ‘egmre‘ment of otherillcensmg agenmes iand

The closest example"she«could findiis:the : process for-out-ofdstate attorneys to appearu(
before Californiascourts: “Howevar, this process lacks the ease and tconvenlence st
associated with practice privileges. ~ e ates

\ . appeared(: -.hat |th0‘Id not SO she had no:
“She: suggested afine notlce is:réceived. after ‘
the safe harbor pefiddends! s ~rreutatup 2B anE of eeaner nee agl ey
Ms. Hillebrand expressed an interest in discussing the emergency clause alternative
proposed by Ms; Sos She noted that lf there lS a safe harbor penod people might v

Y

perhaps the
wh|ch w uId

not|f|cat|on form couid request |nformat|on on why the notice is Iate o) that the d'atan T
would be avarlable

she beheved that this'was @ reasonable proposal to allow for transmon.\ eMr. Granen ;



summarized the proposal as follows: Notice is required on or before beginning
practice, but there shall be no penalty if the notice is given within five business
days of commencing practice. This provision would remain in effect for two
years from the effective date of the regulation and then would sunset. Ms. Sos
moved that the Task Force recommend to the Board the proposal outlined by Mr.
Granen adding that there will be an item on the form requesting the reason why
the notice is late and the date when the practice began. She noted that the
purpose of the two year time period is to permit transition. The motion was
seconded by Mr. Schultz and carried. (Ms. Hillebrand voted “no.”) Ms. Sos
requested a recommendation from staff regarding fines and penalties for failure
to notify within the safe harbor period.

VI. Consideration of the Procedure if the Individual's Fee is Not Received on Time or
the Check is Dishonored.

Ms. Sos indicated that the materials for the meeting included a memo summarizing the
recommendations of the sub-Task Force that focused on payment issues. She noted
that these recommendations reflect her interpretation of the statute. However, she
subsequently reconsidered this interpretation and concluded it was in error. Ms. Sos
then indicated that, based on this conclusion, she would like to recommend a different
approach to address payment concerns. She explained that the statute states that that
the practice privilege begins with proper notification. It also requires that payment must.
be received within 30 days. She then recommmended that if a CPA provides proper
notice, but then fails to provide payment timely or if the check is subsequently
dishonored, that the CPA'’s practice privilege be administratively suspended and that the
CPA be notified that the administrative suspension remains in effect until the problem is
cured. If the CPA cures the problem by providing payment, the administrative
suspension would be lifted and practice would be permitted for the remaining term of
the practice privilege. It the problem is not cured, failure to cure would become a
disqualifying condition preventing the CPA from automatically receiving a practice
privilege the next time he or she applies. Ms. Sos commented that she believed this
procedure would be straightforward, easy to tract, and consistent with the statute. It
would also avoid penalizing people for circumstances beyond their control.

Mr. Duffey inquired if the procedure could include some additional steps to avoid
penalizing people for administrative or processing errors. Ms. Hillebrand suggested that
prior notification could address this concern. Ms. Crocker indicated that prior
notification would be administratively impractical. However, staff would always resolve
any situation in which there was an administrative or processing error.

During the discussion Ms. Flowers suggested that there could be a penalty or fine for
failure to pay timely. Mr. Newington expressed support for this suggestion and noted
that a fine is an additional incentive for timely payment. He also indicated that making
failure to pay a disqualifying condition would result in increased workload and that a fine
would be a better, less workload intensive alternative.



After drscussmn \It ‘was moved b_y Ms Hlllebrand that the foIIowmg p;rocedureﬂbe‘

cause the person to not automatlcal:ly receive a practlce pnwlege the next tlme. X
In addition, staff would be directed to develop a recommendation related .to\flne?;y:“
amounts and conditions with a range of fines for repeat occtirrences. Mr.
Newington reiterated his concern that establishing a new disqualifying condition
would generate.additional work for Enforcement.Program staff; Ms. Hillebrand:
amended her motion to remove the proposed disqualifying condition. The
amended motlon was seconded by Ms Flowers and unanlmously carried.
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Mr. Newmgton reported on.a recommended procedure for determlnlng how the *
disqualifying conditions listed in Section 5096(g) should be ‘applied to:denial:ofithe:.
practice privilege (see Attachment™. ). He recommended that guidelines for a1 .
disqualifying conditions related primarily to.convictions :and license disciplin:
paraIIeI the guldellnes currently emp'loyed by Llcensmg Programtstaff. he

civil judgments thiet recommended that pract|ce ap.
a thorough review by. Enforcement
is a pending lnvestlgatlon and the theinwv SIor I
somé:time, practice privileges sho not be granted -and., .he person; should:bei. .. <.
encouraged to apply for licensure. .It:was the.\conse\nsus -of the Task.Force to -
recommend to the Board that'staff:proceed:as otitlined in.Mr. Newinhgton:memo: - »
(Attachment ).
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Mr. Newmgton reported that review, by Enforcemen :eProgram staff did :mot: |dent|fy~‘any\
additional disqualifying conditions that should be adopted by the Board as a regulatlon.
He noted thatthere was:-a proposalthat:there.be:a: dlsquallfylng condltlon related to

unpald«.wfees but the Task Forcedid: not«adopt this: proposal T Y
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Durlng the dISCUSSIOn, an additional dlsquallfylng cond|t|on‘was |dent|f|ed and it-
was moved by Ms. Sos, seconded by Ms: Flowers; and unanimously carried to -



recommend that the Board adopt a regulation to clarify that it is a “disqualifying
condition” to have an unresolved administrative suspension.

IX. Consideration of What Minor Infractions Related to Licensing Should be Exempted
From the Disqualifying Conditions.

Mr. Newington recommended an approach to identifying minor infractions that should
not be considered disqualifying conditions (Attachment __). He noted that rather than
create a “laundry list” of all possible infractions, he was recommending an approach
base it on the type of penalty that resulted from the infraction. The recommendation
was to exempt violations for which the discipline or sanction is limited to administrative
citations resulting in fines of $5,000 or less or continuing professional education. Ms.
Hillebrand inquired about the $5,000 fine amount and asked how it relates to what other
states are doing. Mr. Newington indicated he was trying to develop the concept and
that the amount of the fine was not firm.

With regard to continuing professional education, Ms. Sos indicated that practice
privilege holders are required to certify that their continuing education is current. Mr.
Newington indicated that sometime, additional continuing education is mandated for
continuing competency.

After discussion, it was moved by Ms. Flowers, seconded by Ms. Sos, and
unanimously carried to recommend that the Board proceed as outlined in Mr.
Newington’s memo and exempt violations for which the discipline or sanction is
limited to administrative citations resulting in fines of $5,000 or less or continuing
professional education. Staff were direct to research whether $5000 is the
appropriate amount.

X. Consideration of What Should be the Criteria and Level of Discretion for
Administrative Suspension.

Mr. Newington recommended as suggested criteria for administrative suspensions 1)
representations made in the notice, 2) The individual’s competence or qualifications to
practice under the practice privilege in question and 3) the individual's failure to timely
respond to a Board inquiry or request for information or documents (see Attachment
__). Heindicated that he believed administrative suspension was fairly serious and that
these three areas involve reasonably significant acts. It was moved by Ms. Flowers,
seconded by Mr. Schultz, and unanimously carried to recommend Mr.
Newington’s proposal to the Board.

Xl. Comments from Members of the Public.
Members of the public provided comments during the course of the meeting.

XIl. Agenda Items for Next Meeting.
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respond to the request and many would contact the Board to get more complete
guidance. Ms. Franz suggested it would be easier to give them some kind of form such
as a modified “Form E” in which they could check the boxes to report their experience.
Ms. Sos expressed an interest in reviewing such a modified Form E which would be
responsive to the documentation difficulties that might be faced by licensees who have
been practicing for many years. Consideration of this form was scheduled for
discussion at the next meeting.

The Task Force then considered the time frames for response. It was the consensus of
the Task Force that the time frames outlined in the memo were appropriate.
Participants noted that failure to respond to inquiry is aiready a disqualifying condition.
Ms. Franz indicated that the licensee would not be penalized if the home jurisdiction
failed to respond timely to the Board’s request for information.

The next issue considered by the Task Force related to what would happen to the
practice privilege if the individual being audited unintentionally failed to meet the
practice privilege requirements. It was the consensus of the Task Force that in such a
situation, the practice privilege should be administratively suspended until the deficiency
is remedied.

IV. Consideration of a Process to Address Changes in Reported information That
Occur During the Term of the Practice Privilege.

Ms. Sos indicated that staff had developed a procedure to address changes in reported
information that occur during the term of the practice privilege (Attachment 3). It was
moved by Ms. Flowers, seconded by Mr. lino, and unanimously carried to
recommend Board adoption of the procedure in Attachment 3.

V. Consideration of Whether it Should be a Disqualifying Condition to Have an Unpaid
Fine Related to Practice Privileges.

. Ms. Sos called the Task Force’s attention to a brief memo prepared by Ms. Granick
specific to this agenda item (Attachment 4). It was moved by Ms. Flowers, seconded
by Ms. Sos, and unanimously carried for the Task Force to recommend to the
Board that it be a disqualifying condition to have an unpaid fine.

VI. Update on Task Force Actions Related to When an Out-of-State CPA Needs to
Apply for a California License Rather than Requesting a Practice Privilege.

Ms. Sos indicated that the memo provided under this agenda item (Attachment 5)
summarizes, for information purposes, the Task Force actions to date related to the
question of when a California license is needed.
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Senate Bill No. 1543

CHAPTER 921

An act to amend Sections 5000, 5015.6, 5076, 5100, 5109, 5134, and
22253.2 of, to amend, repeal, and add Sections 5050 and 5088 of, to add
Sections 5025.2, 5025.3, 5063.3, and 22252.1 to, and to add Article 5.1
(commencing with Section 5096) and Article 6.5 (commencing with
Section 5116) to Chapter 1 of Division 3 of, the Business and
Professions Code, relating to professions and vocations, and making an
appropriation therefor.

[Approved by Governor September 29, 2004, Filed
with Secretary of State September 30, 2004.]

LEGISLATIVE COUNSEL'S DIGEST

SB 1543, Figueroa. California Board of Accountancy: tax
preparers. .

(1) Existing law provides for the licensing and regulation of
accountants by the California Board of Accountancy in the Department
of Consumer Affairs. The provisions creating the board, specifying the
board’s composition, and authorizing the board to appoint an executive
officer become inoperative on July 1, 2005, and are repealed on January
1, 2006.

This bill would change these dates to provide that the provisions
become inoperative on July 1, 2011, and are repealed on January 1, 2012.
The bill would require the Department of Finance, notwithstanding
specified provisions in the Budget Act, to authorize up to $2,000,000
dollars in additional expenditures for the board’s enforcement and
litigation activities. The bill would require funds for these expenditures
to be payable from the Accountancy Fund. The bill would authorize
funds to be encumbered in any fiscal year in which the board enters into
a contract for litigation or enforcement purposes, as specified. The bill
would require funds encumbered for these purposes to be continuously
appropriated. The bill would enact provisions authorizing an individual
whose principal place of business is not in this state, and who has a valid
and current license, certificate, or permit to practice public accountancy
from another state, to engage in the practice of public accountancy in this
state under certain conditions. The bill would also prohibit a licensed
accountant from disclosing confidential information concerning a client
or a prospective client without obtaining the client’s written permission
with specified exceptions. The bill would authorize the board to assess

92

Attachment C



—7— Ch. 921

for a license is granted or denied, practice public accountancy in this state
only under a practice privilege pursuant to the provisions of Article 5.1
(commencing with Section 5096), except that, for purposes of this
section, the individual is not disqualified from a practice privilege
during the period the application is pending by virtue of maintaining an
office or principal place of business, or both, in this state. The board may
by regulation provide for exemption, credit, or proration of fees to avoid
duplication of fees.

(b) This section shall become operative on January 1, 2006.

SEC. 11. Article 5.1 (commencing with Section 5096) is added to
Chapter 1 of Division 3 of the Business and Professions Code, to read:

Article 5.1. Practice Privileges

5096. (a) An individual whose principal place of business is not in
this state and who has a valid and current license, certificate or permit
to practice public accountancy from another state may, subject to the
conditions and limitations in this article, engage in the practice of public
accountancy in this state under a practice privilege without obtaining a
certificate or license under this chapter if the individual satisfies one of
the following:

(1) The individual has continually practiced public accountancy as a
certified public accountant under a valid license issued by any state for
at least four of the last ten years.

(2) The individual has a license, certificate, or permit from a state
which has been determined by the board to have education, examination,
and experience qualifications for licensure substantially equivalent to
this state’s qualifications under Section 5093.

(3) The individual possesses education, examination, and experience
qualifications for licensure which have been determined by the board to
be substantially equivalent to this state’s qualifications under Section
5093.

(b) The board may designate states as substantially equivalent under
paragraph (2) of subdivision (a) and may accept individual qualification
evaluations or appraisals conducted by designated entities, as satisfying
the requirements of paragraph (3) of subdivision (a).

(c) To obtain a practice privilege under this section, an individual who
meets the requirements of subdivision (a), shall do the following:

(1) In the manner prescribed by board regulation, notify the board of
the individual’s intent to practice.

(2) Pay a fee as provided in Article 8 (commencing with Section
5130).
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(d) Except as otherwise provided by- t’}iis articlg *or' by board
regulation, the practice privilege commences ‘wheh thé-individual .
notifies the board, provided the fee is received by thie'board within 30 - ‘
days of that date. The board shall permit the notlficatlon to'be prov1ded ' ﬁ
electronically.
(e) An individual who holds a practice privilége under this article:
(1) Is subject to the personal and subjéct’mattér jurisdiction and
disciplinary authority of the board and the courts of this state.
(2) Shall comply with the prov181ons of this chapte¥, board
regulations, and other laws, regulations, bhd” professwnal ‘Staridards
applicable to the practice of public accountancy by the licensees'6f this
state and to any other laws and regulations applicable to individuals
practicing under practice privileges in this state except the individual is
deemed, solely for the purpose of this article, to have met the continuing
education requirements and ethics exammatlon req"' =ments of this
state when such individual has met the exammatlo “and contifiuing
education requirements of the state in Wthh thie-indivie ual holds thef-'-‘
valid license, certificate, or permit on Wthh t il ‘
is based.
(3) Shall not provide public accountancy sérvices'in this state from
any office located in this state, except as an employee of a firm registered
in this state. This paragraph does not apply to pubhc accountancyv-s'i "
services provided to a client at the client’s place of business-or-residefies - 4
(4) Is deemed to have appointed the regulatory agency of the state that
issued the individual's certificate, license, or it'
substantial equivalency is based as the 1pd1
notices, subpoenas or other process may be
proceeding by the board against the individual.
(5) Shall cooperate with any board mves’
timely respond to a board investigation, 1nqu1ry,‘j ( “
or subpoena for information or documents ‘and timeély prov1de 6 ithe SOy
board the 1dent1f1ed mformatlon and documents

.....

unless a shorter period is set by board reg
(@) (1) No individual may practice under & practlce—prnfﬂege
prlor approval of the board 1f the md1v1dua1 has or acqu1res a
under paragraph (2) of this subdivision. b
(2) Disqualifying conditions include: T
(A) Conviction of any crime other than a minor traffic violation.
(B) Revocation, suspension, denial, surrender or other disciplinie or
sanctions involving any license, permit, registration, certificate or other
authority to practice any profession in this or any other state or foreign
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country or to practice before any state, federal, or local court or agency,
or the Public Company Accounting Oversight Board.

(C) Pendency of any investigation, inquiry or proceeding by or before
any state, federal or local court or agency, including, but not limited to,
the Public Company Accounting Oversight Board, involving the
professional conduct of the individual.

(D) Any judgment or arbitration award against the individual
involving the professional conduct of the individual in the amount of
thirty thousand dollars ($30,000) or greater.

(E) Any other conditions as specified by the board in regulation.

(3) The board may adopt regulations exempting specified minor
occurrences of the conditions listed in subparagraph (B) of paragraph (2)
from being disqualifying conditions under this subdivision.

5096.1. (a) Any individual, not a licensee of this state, who is
engaged in any act which is the practice of public accountancy in this
state, and who has not given notice of intent to practice under practice
privileges and paid the fee required pursuant to the provisions of this
article, and who has a license, certificate or other authority to engage in
the practice of public accountancy in any other state, regardless of
whether active, inactive, suspended, or subject to renewal on payment
of a fee or completion of an educational or ethics requirement, is:

(1) Deemed to be practicing public accountancy unlawfully in this
state.

(2) Subject to the personal and subject matter jurisdiction and
disciplinary authority of the board and the courts of this state to the same
extent as a holder of a valid practice privilege.

(3) Deemed to have appointed the regulatory agency of the state that
issued the individual’s certificate or license as the individual’s agent on
whom notice, subpoenas, or other process may be served in any action
or proceeding by the board against the individual.

(b) The board may prospectively deny a practice privilege to any
individual who has violated this section or implementing regulations or
committed any act which would be grounds for discipline against the
holder of a practice privilege.

5096.2. (a) Practice privileges may be denied for failure to qualify
under or comply with the provisions of this article or implementing
regulations, or for any act that if committed by an applicant for licensure
would be grounds for denial of a license under Section 480 or if
committed by a licensee would be grounds for discipline under Section
5100, or for any act committed outside of this state that would be a
violation if committed within this state.

(b) The board may deny practice privileges using either of the
following procedures:
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State of California California Board of Accountancy

. - Depaiiment of Consumer Affairs 2000 Evergreen Street, Suite 250

Sacramento, CA 95815-3832

Memorandum

To

From

Subject .

Practice Priviege TF Agenda ltem |l. Board Agenda Item VIII.F.4.a.
November 18, 2004 November 18, 2004
Practice Privilege Task Force Members Date - November 8, 2004

Board Members

Telephone : (916) 561-1740
Facsimile : (916) 263-3676
E-mail . pfranz@cba.ca.gov

Patti L. Franz
Licensing M

Consideration of a Method for Verification of Attest Experience Through
Random Audit

At its October 5, 2004, meeting, the Practice Privilege Task Force members
requested that staff develop a form to be used during the audit process to verify
whether the 500-hour attest experience requnrement had been met prior to
California practice privilege.

Therefore, attached for consideration by the Task Force is a modification of the
Certificate of Experience currently used for licensure in California. It is envisioned
this form will only be mailed to out-of-state licensees who identify themselves as
signers of attest reports on the notification form.

| will be available at the meeting to answer any questions the Task Force members
may have.

Aftachment



STATE OF CALIFORNIA — STATE AND CONSUMER SERVICES AGENCY P

{ Stae of CALIFORNIA BOARD OF ACCOUNTANCY
\%":..""...d 2000 EVERGREEN STREET, SUITE 250
SACRAMENTO, CA 95815-3832
C@A&T TELEPHONE: (916) 263-3680
FACSIMILE: (916) 263-3676

WEB ADDRESS: http://www.dca.ca.gov/cba

CERTIFICATION OF ATTEST EXPERIENCE

PRINT OR TYPE
FULL NAME OF LICENSEE: (No Initials)  (First) (Middie) (Last) U.S. SOCIAL SECURITY #

FIRM NAME (IF ANY) CURRENT TITLE

BUSINESS ADDRESS (Including City, State, and Zip Code)

BUSINESS TELEPHONE: Area Code ( ) Approximate Number of Years
Practicing Public Accountancy

Pursuant to Section 5096.5, you may not sign an attest report unless you have 500 hours of experience in attest services (see
Section 5095 of the California Business and Professions Code). For these purposes, experience is that which has enabled you to
demonstrate an understanding of the requirements of planning and conducting an audit with minimum supervision which results
in opinions on full disclosure financial statements.

Yes No

Have you participated in the planning of an audit, including the seiection of the procedures to be performed?

Have you had experience in applying a variety of auditing procedures and techniques to the usual and customary:
financial transactions inciuded in financial statements?

Have you had experience in the preparation of working papers in connection with the various elements of
} and Il above? |

.

Have you had experience in the preparation of written explanations and comments on the work performed and its
findings?

V. Have you participated in the preparation of and reporting on full disclosure financial statements? L

| hereby certify, under penalty of perjury under the laws of the State of California, that | have met California’s experience requirement,
Section 5095, prior to the submission of the notification of practice privilege, and that all statements and representations on this form are
true and correct.

Licensee Signature Date Signed

Compilation

Please estimate your most recent
500-hours of attest experience.




"* State of California

California Board of Accountancy

Department of Consumer Affairs k 2000 Evergreen Street, Suite 250

Sacramento, CA 95815-3832

Memorandum

To

From

Subject :

Practice Privilege TF Agenda ltem [li Board Agenda ltem VIII.F.4.b
November 18, 2004 November 19, 2004

Practice Privilege Task Force Members
Board Members Date - November 8, 2004

Telephone : (916) 561-1788
Facsimile : (916) 263-3674
E-mail . agranick@cba.ca.gov

Aronna Granick ~ K%VW\»\/

Legislation/Regulations Coordinator
Draft Regulations Related to Practice Privileges

Attached for your consideration are draft regulations related to practice
privileges. It is anticipated that after the Task Force discusses this language
at its November 18, 2004, meeting, revised language will be provided for
Task Force and Board action in January 2005, with a regulation hearing at
the May 2005 Board meeting.

Attachment
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Article 4 — Practice Privileges

Section 24. License or Practice Privilege Needed.

An individual must hold a California license or a practice privilege to engage in any
activity defined as the practice of public accountancy by Business and Professions
Code Section 5051 for any California resident or business. An individual who does not
qualify for a practice privilege pursuant to the Article and Business and Professions
Code Section 5096 shall apply for a California license in order to practice public
accountancy in California.

Section 25. Qualifications for and Term of the Practice Privilege.

(a) To be eligible for a practice privilege an individual shall, at a minimum, meet one of
the following qualifications:
(1) Hold a valid license, certificate, or permit from a state determined by the
Board to have education, examination, and experience requirements for
licensure substantially equivalent to the requirements in Business and
Professions Code Section 5093.

(2) Possess education, examination, and experience qualifications that have
been determined by the Board to be substantially equivalent to the qualifications
under Business and Professions Code Section 5093. Pursuant to subdivision (b)
of Business and Professions Code Section 5096, the Board accepts individual
qualification evaluations of substantial equivalency by the National Association of
State Boards of Accountancy’s (NASBA'’s) CredentialNet. Prior to seeking a
practice privilege under this paragraph, an individual shall apply to NASBA'’s
CredentialNet, pay the required fee, and obtain the required determination. The
individual shall disclose the CredentialNet file number in the notification required
by Sections 26, 27, 28, and 29 and shall make CredentialNet’s determination
available to the Board upon request.

(3) Have continually practiced public accountancy as a Certified Public
Accountant under a valid license issued by any state for four of the last ten years.

(b) Except as provided in Section 30 for practice commencing on or before December
31, 2007 or in those instances in which prior approval by the Board is required pursuant
to Section 32, the practice privilege commences on the date of notification pursuant to
Sections 26, 27, 28, and 29. When prior approval by the Board is required pursuant to
Section 32, the practice privilege commences on the date the practice privilege is
approved by the Board.



(c) A practice privilege, including a practice piifilége that is or has been on
administrative suspension pursuant to Business and Professions Code Section 5096.4,
expires one year from that datés sefnotificationiand cannotibeirenewed.

(d) For purposes of this Article and Business and Professions Code Section 5096, the
“license upon which the practice privilegesis’based’vortthellicerisesuperiwhich ther e
substantial equivalency is based” is the license under which the individual qualifies for a
practice’ pfivilegepursuant: to paragraph (1) of subsection:(a):or thellicense in the'state -
of the pril :I<"p|ace of business for those: who quallfy for arpractlce pmvrlege under
paragraphs (2) or (3) of subsectlon (a)f»"“ . SRIT
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(e) The holder ofa: Callfornla license that is expired but subjéctito renewal is not eligible:
for a practice privilege. U
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(c) The individual meets one of the minimum requirements to be eligible for atnp.racticearzr
privilege described in subsection (a) of Section 25.



(d) The individual understands he or she may sign attest reports under the practice
privilege only if he or she has at least 500 hours of experience in attest services.

(e) The individual is submitting the notice at or before the time of beginning the practice
of public accountancy in California or within five business days of beginning the practice
of public accountancy in California. If the notice is submitted within the five business
days after practice begins, the individual shall identify the date on which the practice of
public accountancy began and explain the reason for the delayed notice.

(f) The individual concurrently is submitting to the Board the required fee.

Section 28. Notification Requirement — Agreements and Consents.

The notification required to obtain a practice privilege shall include the following
agreements and consents made under penalty of perjury under the laws of the state of
California:

(a) The individual agrees to abide by the laws of the State of California including the
California Accountancy Act and the Board'’s regulations.

(b) The individual consents to the personal and subject matter jurisdiction of the Board
including the Board'’s authority to: (1) administratively suspend the practice privilege
pursuant to Business and Professions Code Section 5096.4, without prior notice or
hearing and in the sole discretion of the Board; (2) impose discipline pursuant to
Business and Professions Code Section 5096.3 for any violations of the California
Accountancy Act or regulations thereunder and recover costs for investigation and
prosecution; and (3) exchange information relating to the practice privilege and/or refer
any additional and further discipline to the board of accountancy of any other state,
and/or the Securities and Exchange Commission (SEC), Public Company Accounting
Oversight Board (PCAOB) or other relevant regulatory authorities.

(c) The individual agrees to respond to a Board inquiry even as to a practice privilege
that has expired.

(d) The individual consents to the authority of the Board to verify the accuracy and
truthfuiness of the information provided in the notification and consents to the release to
the Board of all information relevant to the Board’s inquiries even after the privilege has
expired by (1) contacting other states, (2) contacting the SEC, PCAOB, or any other
federal agency before which the individual is authorized to practice, and (3) contacting
NASBA. '

(e) The individual certifies to having met the continuing education and examination
requirements in the state of licensure upon which the practice privilege is based under
Section 25(d) of this Article.
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31. Payment of the Fee.

The fee required by Section 70(h) must be received by the Board within 30 days of the
date of notification.

(a) An individual is subject to fine of to for the first failure to pay the practice
privilege fee within 30 days of the commencement of the practice privilege, including
attempting to pay with a check that is subsequently dishonored.

(b) An individual is subject to fine of to for any subsequent occurrence of
failure to pay the practice privilege fee within 30 days, including attempting to pay with a
check that is subsequently dishonored.

(c) An individual is also subject to an administrative suspension for failure to pay the
fee, including attempting to pay with a check that is subsequently dishonored. This
administrative suspension shall remain in effect until the Board gives its approval for the
individual to resume practice and shall not extend the term of the practice privilege.

32. Board Approval Required Prior to Commencement of the Practice Privilege.

(a) No individual may practice public accountancy in California under a practice privilege
without prior approval of the Board if he or she has, or acquires at any time during the
term of the practice privilege, any of the following conditions:

(1) The individual is convicted of a crime other than a minor traffic violation.

(2) The individual has had a license or other authority to practice a profession
issued by a state, federal, or local agency or court or the Public Company
Accounting Oversight Board (PCAOB) revoked, suspended, denied, surrendered,
put on probationary status, or otherwise sanctioned or limited, except for the
following occurrences:

(A) an action by a state board of accountancy in which the only sanction
was a fine of less than $ or a requirement that the individual complete
specified continuing education courses.

(B) the revocation of a license or other authority to practice public
accountancy, other than the license upon which the practice privilege is based,
solely because of failure to complete continuing education or failure to renew.

(3) The individual is the subject of an investigation, inquiry, or proceeding by or
before a state, federal, or local court or agency (including the PCAOB) involving his
or her professional conduct.

(4) The individual has had a judgment or arbitration award in an amount greater than
$30,000 entered against him or her in a civil matter alleging actionable conduct in the
practice of public accountancy. :



(5) The individual held a practice privilege in Cahforma that explred whlle under
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£3) Commencing January 23, 2004 the fee to be charged each California applicant for
the computer-based Uniform Certified Public Accountant Examination, shall be an
application fee of $100 for issuance of the Authorization to Test to first-time applicants
and an application fee of $50 for issuance of the Authorization to Test to repeat
applicants.

(b) Commencing July 1, 2001, the fee to be charged each applicant for issuance of a
certified public accountant certificate shall be $250.

(c) The fee to be charged each applicant for registration, includ'ing applicant for
registration under a new name as a partnership or as a corporation, shall be $150.

(d) Commencing July 1, 2000, the fee to be charged each applicant for the initial permit
to practice as a partnership, a corporation, or a certified public accountant shall be
$200.

(e) Commencing July 1, 2000, the fee to be charged each applicant for renewal of a
permit to practice as a partnership, a corporation, a public accountant, or a certified
public accountant shall be $200.

(f) The fee for the processing and issuance of a duplicate copy of a certificate of
licensure or registration shall be $10.

(g9) The fee for processing and issuance of a duplicate copy of a registration, or permit
or other form evidencing licensure or renewal of licensure shall be $2.

(h) Commencing January 1, 2006, the fee to be charged an individual for a practice
privilege pursuant to Business and Professions Code Section 5096 shall be $100
annually.

Note: Authority cited: Section 5010 and 5018, Business and Professions Code.
Reference: Sections 122, 163 and 5134 Business and Professions Code.



STATE OF CALIFORNIA — STATE AND CONSUMER SERVICES AGENCY ARNOLD SCHWARZENEGGER, Governor

CALIFORNIA BOARD OF ACCOUNTANCY
2000 EVERGREEN STREET, SUITE 250
SACRAMENTO; CA 95815-3832
TELEPHONE:; (916) 263-3680
FAGSIMILE: (918) 263-3675
WEB ADDRESS: http://www.dca.ca.govicba

Practice Privilege TF Agenda ltem IV. Board Agenda Item VIILF.4.c.
November 18, 2004 " November 19, 2004

NOTIFICATION AND AGREEMENT TO CONDITIONS FOR THE PRIVILEGE TO
PRACTICE PUBLIC ACCOUNTING IN CALIFORNIA PURSUANT TO
CALIFORNIA BUSINESS AND PROFESSIONS CODE SECTION 5096:

Name: Prior Name(s):

Firm Name:

Address Of Principal
Place Of Business:

Telephone Number ~ Fax Number Business
(business hours):- (business hours): E-mail:
Date Of Birth: / / Social Security Number:

QUALIFICATION REQUIREMENTS:
1, | am an individual.

2. My principal place of business is not in California and | do not have an office in California
otherthan through a firm that is registered in California and of which | am an employee or
| have a pending application for licensure in California under Sections 5087 and 5088.

3. I am qualifying for Practice Privilege based on my valid license to practice public
accountancy in the following state:

State: License Number: Date Issued:

4. [Ja. The state of licensure identified in item 3 is deemed substantially equivalent by the
California Board of Accountancy (see Appendix 1 for list of substantially equivalent
states); OR

[Jb. My individual qualifications have been determined by NASBA to be substantially
equivalent (NASBA file no. _ ); OR

[(Jc. | have continually practiced public accountancy as a certified public accountant under a
valid license issued by any state for 4 of the last 10 years.

5. | understand that | may sign a report on an attest engagement under this privilege to
practice only if | have at least 500 hours of experience in attest services.

6. | agree to abide by the laws of the State of California, including the California
Accountancy Act (Business and Professions Code Section 5000 et seq., accessible at
http://www.dca.ca.gov/cba/acnt_act.htm) and the regulations thereunder (accessible at
htip://www.dca.ca.gov/cba/regs.htm).
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CBA or its representatwes theeprrwlege to- practlce*-publlc accounting;
b. To impose discipline for any violation of the California Accountancy Act or regt
under,and Tecover costs for.investi

California practtce privilege, in¢luding after

9. | consent to the authority of the CBA-to:vetify the accuracy and truthfulness of the
information provided in this notification. | consent to the release of all information
relevant to the CBA’s inquiries now or in the future by:

a. Contacting other states;

b. Contacting the SEC, PCAOB or any other federal agency before which | am
authorized to practice; and

c. Contacting NASBA,

10. | am submitting this'fistice to the CBA:

L]

at or before the time [ begin the practice of ,public- accountancy in California; OR

[

within five business days of beginning the practice of public accguntaney in:Galifernia.on. ...,

SYRULEY WL P R N 1:‘-,

_/_/__. My reason(s) for not providing notice on or before that date:

11.

mel ) , rec
state of Ircensure |dent|f|ed in ltem 3 above

.1* b (AR ﬁl

12. In the event that any of the l'nformatlon in thls notlce changes,tl erI provrde the CBA
written notice of any such change W|th|n 30 days of its occurrence

U

13. | am concurrently submlttmg the fee of $1 00 00.

[ IS
L8

DISQUALIFYING: CONIITIONS:JF ai

Please check any of the items below that apply. For any checked items in (1)-(6), you must provide additional
information as request dsimAttachment-X andiyou-are not authorized: tO“practlc n Calrfernla lUnless and

until you receive notice from the CBA that the privilege has:been granted: A e - e
1 1. | have beenconvictedtof a-cri "other tham-aminor traffic violatien: »«- «: -

: sl et Iy b N3 o) . e
N | have had a license, reglstratlonJ permlt or authonty to practlce a professmn *

surrendérsd; deniad; suspended;: revoked -or:otherwise disciplined orrsanctroned except
for the following 'e¢currénces: ;

(A) an actlon by.a state____»federal or local, agency or court of the PC_)AOB in whlch the only

nplete

) public.acco ntancy, other
than the license upon WhICh the practice pnvnege is based soIer becalse of failure
to complete continuing education or failure to renew.

2



O 3. | am currently the subject of an investigétion, inquiry or proceeding by or before a state,
federal, or local court or agency (including the PCAOB) involving my professional

conduct.
T4, | have an unresolved administrative suspension or an unpaid fine related to a prior
California practice privilege.
] s | did not respond to a request for information from the Board related to a prior practice
privilege.
] .. | have had a judgment or arbitration award against me in an amount of $30,000 or

greater that involved allegations relating to my professional conduct.

ADDITIONAL INFORMATION (Required):
In addition to the state of licensure identified in item 3, | am also authorized to practice in the following:

State: License Number: Other Authority:

State: License Number: Other Authority:

"1 wish to be able to sign an attest report under this practice privilege and | have at least 500 hours of
experience in attest services. ] Yes ] No

.| am an associated person of a firm registered with the PCAOB. [] Yes ] No
My office where | have my principal place of business undergoes peer review. ] Yes ] No

The state of licensure identified in item 3 requires continuing education in fraud detection and | have fulfilled
this requirement. ] Yes ] No

, understand that any misrepresentation or omission in
connectlon with this notification is cause for termlnatlon of my practice privilege in California. Further
| authorize the California Board of Accountancy to act accordingly, including notifying other state or
federal authorities. | certify under penalty of perjury under the laws of the state of California that the
foregoing information is true and correct.

Signature: Date:

Your privilege to practice commences with the submission of your completed notification and your fee.
Your privilege expires one-year from the date of this notfice.



3TATE OF CALIFORNIA — STATE AND CONSUMER SERVICES AGENCY ARNOLD SCHWARZENEGGER, Governor

Stareof CALIFORNIA BOARD OF ACCOUNTANCY
Gulfora 2000 EVERGREEN STREET, SUITE 250
|\ Deperiment SACRAMENTO, CA 95815-3832
¢ urmer TELEPHONE: (916) 263-3680

Aairs FACSIMILE: (916) 263-3675
WEB ADDRESS: hitp:/lwww.dca.ca.govicba

ATTACHMENT X

1. If you checked any of items 1 - 6 under disqualifying conditions, please provide explanatory details:

2. If you checked item 6 under disqualifying conditions, please also provide:

Date of Judgment/
Arbitration Award: Jurisdiction/Court: Docket No:




. Stat_e‘;af Ca"f?cr;nia Ao California Board of Accountancy
Depz tment of Consumer Adftairs 2000 Evergreen Street, Suite 250

Sacramento, CA 95815-3832

Memorandum

To

From

Subject :

Practice Privilege TF Agenda ltem IV.A. Board Agenda ltem VIII.F.4.c.i.
November 18, 2004 November 18, 2004
Practice Privilege Task Force Members Date : November 8, 2004

Board Members

Telephone: (916) 561-1740
Facsimile : (916) 263-3676
E-mail  : pfranz@cba.ca.gov

Patti L. Franz
Licensing Mana

Electronic Signature for Practice Privilege Notification Forms Submitted
Via the Web

Because it is envisioned a majority of out-of-state licensees will submit their
notification form on-line, the Task Force requested staff to develop language for the
on-line signature block for the notification form. Therefore, staff recommend the on-
line version of the form include the language provided in Attachment 1.

Attached for review are California Civil Code Sections 1633.1 — 1633.17, the
Uniform Electronic Transactions Act (Attachment 2). Section 1633.2(h) states:

“Electronic signature” means an electronic sound, symbol, or process attached
to or logically associated with an electronic record and executed or adopted by
a person with the intent to sign the electronic record.

Below are the assumptions regarding the notification process for a California
Practice Privilege:

* The Notification and Agreement to Conditions for the Privilege to Practice Public
Accounting in California will be available on the Board's Web site. The
individual will have the option of completing the form on-line or downloading the
form from the Web site. The downloaded form would have one signature line
(Attachment 3); the on-line form another (Attachment 4).

e The individual will have a five-day safe harbor period for practice privilege
notification.

» Practice privilege will commence on the date the notice is submitted, uniess the
individual answers affirmatively to any of the disqualifying questions.

¢ The individual must submit a $100 payment to the Board, which needs to be
received within 30 days of notification pursuant to Section 5096(d) of the
Business and Professions Code.

| will be available at the meeting to answer any questions the Task Force members
may have.

Aftachments



Attachment 1

| understand that any misrepresentation or omission in connection with this
notification is cause for termination of my practice privilege in California.
Further | authorize the California Board of Accountancy to act accordingly,
including notifying other state or federal authorities. By typing my name in
the box below and clicking the “] Agree” button | certify under penalty of
perjury under the laws of the State of California that the information
contained in this notice is true and correct. If | am not prepared to so certify, |
understand that | should click the “Cancel” button to discontinue the
notification process.

Full Name
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. CALIFORNIA CODES ATTACHMENT 2

CIVIL CODE
SECTION 1633.1-1633.17

1633.1. This title may be cited as the Uniform Electronic
Transactions Act.

1633.2. In this title the following terms have the following
definitions:

{a) "Agreement" means the bargain of the parties in fact, as found
in their language or inferred from other circumstances and from
rules, regulations, and procedures given the effect of agreements
under laws otherwise applicable to a particular transaction.

(b) "Automated transaction” means a transaction conducted or
performed, in whole or in part, by electronic means or electronic
records, in which the acts or records of one or both parties are not
reviewed by an individual in the ordinary course in forming a
contract, performing under an existing contract, or fulfilling an
obligation regquired by the transaction.

(c) "Computer program" means a set cof statements or instructions
to be used directly or indirectly in an information processing system
in order to bring about a certain result.

(d) "Contract" means the total legal obligation resulting from the
parties' agreement as affected by this title and other applicable
law.

(e) "Electronic" means relating to technology having electrical,
digital, magnetic, wireless, optical, electromagnetic, or similar
capabilities.

(f) "Electronic agent" means a computer program or an electronic

other automated means used independently to initiate an action or
respond to electronic records or performances in whole or in part,
‘without review by an individual.

(g) "Electronic record" means a reccrd created, generated, sent,
communicated, received, or stored by electronic means.

(h) "Electronic signature” means an electronic sound, symbol, or
process attached to or logically associated with an electronic record
and executed or adopted by a person with the intent to sign the
electronic record.

(1) "Governmental agency" means an executive, legislative, or
judicial agency, department, board, commission, authority,
institution, or instrumentality of the federal government or of a
state or of a county, municipality, or other political subdivision of
a state.

(j) "Information" means data, text, images, sounds, codes,
computer programs, software, data bases, or the like.

(k) "Information processing system” means an electronic system for
creating, generating, sending, receiving, storing, displaying, or
processing information.

(1) "Person" means an individual, corporation, business trust,
estate, trust, partnership, limited liability company, association,
joint venture, governmental agency, public corporation, or any other
legal or commercial entity.

(m) "Record"” means information that is inscribed on a tangible
medium or that is stored in an electronic or other medium and is
retrievable in perceivable form.

(n) "Security procedure” means a procedure employed for the

urpose of verifying that an electronic signature, record, or
performance is that of a specific person or for detecting changes or
errors in the information in an electronic record. The term includes

http://www.leginfo.ca.gov/cgi-bin/waisgate?WAISdocID=94853227722+5+0+0& W AlSaction=retrieve 11/8/2004
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a procedure that requireé tﬁg'uéé o0f algorithms or other codes,
identifying words or numbers, encryption, or callback or other
acknowledgment procedures.

(o) "Transaction" means an action or set of actions occurring
between two or more persons relating to the conduct of business,
commercial, or governmental affairs.

1633.3. (a) Except as otherwise provided in subdivisions (b) and
(c), this title applies to electronic records and electronic
signatures relating to a transaction.

(b} This title does not apply to transactions subject to the
following laws: ’

(1) A law governing the creation and execution of wills, codicils,
or testamentary trusts.

(2) Division 1 (commencing with Sectién 1101) of the Uniform
Commercial Code, except Sections 1107 and 1206.

(3) Divisions 3 (commencing with Section 3101), 4 (commencing with
Section 4101), 5 (commencing with Section 5101), 8 (commencing with
Section 8101), 9 (commencing with Sectiofi 9101), and 11 (commencing
with Section 11101) of the Unifdrm Commercial Code.

(4) A law that requires that specifically identifiable text or
disclosures in a record or a portion of a record be separately
signed, including initialed, from the record. However, this
paragraph does not apply to Section 1677 or 1678 of this code or
Section 1298 of the Code of Civil Procedure.

(c) This title does not apply te any specific transaction
described in Section 17511.5 of the Business and Professions Code,
Section 56.11, 56.17, 798.14, 1133, or 1134 of, Sections 1350 to
1376, inclusive, of, Section 168%.6, 1689.7, or 1689.13 of, Chapter
2.5 (commencing with Section 1695) of Title 5 of Part 2 of Division 3
of, Section 1720, 1785.15, 1789.14, 1789.16, 1789.33, or 1793.23 of,
Chapter 1 (commencing with Section '180Y) of Title 2 - of Part 4, of
Division 3 of, Section 1861.24, 18%2.5, 1917.712, 1917.713, 1950.5,
1950.6, 1983, 2924b, 2924c, 2924f, 2924i, 29247, 2924.3, or 2937 of,
Article 1.5 (commencing with Section 2945) of Chapter 2 of Title 14
of Part 4 of Division 3 of, Section 2954.5 ox 2963 of, Chapter 2b
(commencing with Section 2981) or 2d (commencing with Section 2985.7)
of Title 14 of Part 4 of Division 3 of, or Section 3071.5 of, the
Civil Code, subdivision (b) of Section 18608 or Section 22328 of the
Financial Code, Section 1358.15, 1365, 1368.01, 1368.1, 1371, or
18035.5 of the Health and Safety Code, Section 658, 662, 663, 664,
666, 667.5, 673, 677, 678, 678.1, 786, 10083, 10086, 10087, 10102,
10113.7, 10127.7, 10127.9, 10127.10, 10197, 10199.44, 10199.46,
10235.16, 10235.40, 10509.4, 10509.7, 11624.09, or 11624.1 of the
Insurance Code, Section 779.1, 10010.1, or 16482 of the Public
Utilities Code, or Section 9975 or 11738 of the Vehicle Code. An
electronic record may not be substituted for:amy notice that is
required to be sent pursuant td Section 1162 of the Code of Civil
Procedure. Nothing in this subdivision shall be construed to
prohibit the recordation of any document with a county recorder by
electronic means.

(d) This title applies to an electronic record or electronic
signature otherwise excluded from the application of this title under
subdivision (b) when used for a transaction subject to a law other
than those specified in subdivision (b).

(e) A transaction subject to this title is also subject to other
applicable substantive law.

(f) The exclusion of a transaction from-the application of this
title under subdivision (b) or (c) shall be construed only to exclude
the transaction from the applicatioen of this title, but shall not be
construed to prohibit the t¥dnsaction froem being conducted by

http:/www.leginfo ca.gov/egi-binfwaisgate ?PWATSdoeI D=6029 1325060+0+0+£0& WAISaction=retrieve  10/12/2004
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‘electronic means if the transaction may be conducted by electronic
means under any other applicable law.

3.4. This title applies to any electronic record or electronic
= ,nature created, generated, sent, communicated, received, or stored
on or after January 1, 2000.

1633.5. (a) This title does not require a record or signature to be
created, generated, sent, communicated, received, stored, or
otherwise processed or used by electronic means or in electronic
form.

(b) This title applies only to a transaction between parties each
of which has agreed to conduct the transaction by electronic means.
Whether the parties agree to conduct a transaction by electronic
means is determined from the context and surrounding circumstances,
including the parties' conduct. Except for a separate and optional
agreement the primary purpose of which is to authorize a transaction
to be conducted by electronic means, an agreement to conduct a
transaction by electronic means may not be contained in a standard
form contract that is not an electronic record. An agreeément in such
a standard form contract may not be conditioned upon an agreement to
conduct transactions by electronic means. An agreement to conduct a
transaction by electronic means may not be inferred solely from the
fact that a party has used electronic means to pay an account or
register a purchase or warranty. This subdivision may not be varied
by agreement.

(c) A party that agrees to conduct a transaction by electronic
means may refuse to conduct other transactions by electronic means.

a seller sells goods or services by both electronic and

.lelectronic means and a buyer purchases the goods or services by
conducting the transaction by electronic means, the buyer may refuse
to conduct further transactions regarding the goods or services by
electronic means. This subdivision may not be varied by agreement.

(d) Except as otherwise provided in this title, the effect of any
of its provisions may be varied by agreement. The presence in
certain provisions of this title of the words "unless otherwise
agreed, " or words of similar import, does not imply that the effect
of other provisions may not be varied by agreement.

1633.6. This title shall be construed and applied according to all
of the following:

(1) To facilitate electronic transactions consistent with other
applicable law.

(2) To be consistent with reasonable practices concerning
electronic transactions and with the continued expansion of those
practices.

(3) To effectuate its general purpose to make uniform the law with
respect to the subject of this title among states enacting it.

1633.7. (a) A record or signature may not be denied legal effect or
enforceability solely because it is in electronic form.
(b) A contract may not be denied legal effect or enforceability
Jlely because an electronic record was used in its formation.
(c) If a law requires a record to be in writing, an electronic
record satisfies the law.

http://www.leginfo.ca.gov/cgi-bin/waisgate?W AISdocID=60291325060+0+0+0& W AlSaction=retrieve
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(d) If a law requires a signature, an electronic signature
satisfies the law.

1633.8. (a) If parties have agreed to conduct a transaction by
electronic means and a law requires a person to provide; send, or
deliver information in writing to another person, that requlrement 1s
satisfied if the information is provided, sent, or delivered, as the
case may be, in an electronic record capable of retention by the
recipient at the time of receipt. An electronic record is not
capable of retention by the recipient if the sender or its . .
information processing system inhibits the ability of the recipient
to print or store the electronic record.

(b} If a law other than this title requires a record to be posted
or displayed in a certain manner, to be sent, communicated, or
transmitted by a specified method, or to contain information that is
formatted in a certain manner, all of the following rules apply:

(1) The record shall be posted or dlsplayed in the manner
specified in the other law.

(2) Except as otherwise provided in paragraph (2) of subdivision
(d), the record shall be sent, communicated,  or transmitted by the
method specified in the other law.

(3) The record shall contain the infermation formatted in the
manner specified in the other law.

(c) If a sender inhibits the ability of a rec1p1ent to store or
print an electronic record, the electronic record is not enforceable
against the recipient.

(d) The requirements of this section may not be varied by
agreement, except as follows:

(1) To the extent a law other than this title requires information
to be provided, sent, or delivered in writing but permits that
requirement to be varied by agreement, the requirement under
subdivision (a) that the informatden be in the form of an electronic
record capable of retention may also be varied by agreement.

(2) A requirement under a law other- than this title to send,
communicate, or transmit a record- by first-class mail may be varied
by agreement to the extent permitted by the other law.

1633.9. (a) An electronic record or electronic signature is
attributable to a person if it was the act of the person. The act of
the person may be shown in any manner, including a showing of the
efficacy of any security procedure applied to determine the person to
which the electronic record or electronic signature was

attributable.

(b) The effect of an electronic record or electronic signature
attributed to a person under subdivision (a) is determined from the
context and surrounding circumstances at the time of its creation,
execution, or adoption, including the parties' agreement, if any, and
otherwise as provided by law.

1633.10. If a change or error in an electronic record occurs in a
transmission between parties to a transaction, the following rules
apply:

(1) If the parties have agreed to use a security procedure to
detect changes or errors and one party has conformed to the
procedure, but the other party has not, and the nonconforming party
would have detected the change or error had that party also ‘
conformed, the conforming party may avoid the effect of the changed

ﬁ&p;//' v legififo cd. gbVici binvaisgateTWA (SdOOID_éogg1325Q6Q+O+O+O&WAISact1on-retneve 10/12/2(
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.or erroneous electronic record.

(2) In an automated transaction involving an individual, the
individual may avoid the effect of an electronic record that resulted
from an error made by the individual in dealing with the electronic
agent of another person if the electronic agent did not provide an

ortunity for the prevention or correction of the error and, at the

e the individual learns of the error, all of the following
conditions are met:

(1) The individual promptly notifies the other person of the error
and that the individual did not intend to be bound by the electronic
record received by the other person.

(ii) The individual takes reasonable steps, including steps that
conform to the other person's reasonable instructions, to return to
the other person or, if instructed by the other person, to destroy
the consideration received, if any,'as a result of the erroneous
electronic record. -

(1iii)The individual has not used or received any benefit or value
from the consideration, if any, received from the other person.

. {3) If neither paragraph (1) nor (2) applies, the change or error
has the effect provided by other law, including the law of mistake,
and the parties' contract, if any. ’

(4) Paragraphs (2) and (3) may not be varied by agreement.

1633.11. {a) If a law reqguires that a signature be notarized, the
reguirement is satisfied with respect to an electronic signature if
an electronic record includes, in addition to the electronic
signature to be notarized, the electronic signature of a notary
public together with all other information requ1red to be included in
a notarization by other applicable law.

(b) In a transaction, if a law requires that a statement be signed

'nder penalty of perjury, the reguirement is satisfied with respect

an electronic signature, if an electronic record includes, in
addition to the electronic signature, all of the information as to
which the declaration pertains together with a declaration under
penalty of perjury by the person who submits the electronic signature
that the information is true and correct. ’

1633.12. (a) If a law reguires that a record be retained, the
requirement is satisfied by retaining an electronic record of the
information in the record, if the electronic record reflects
accurately the information set forth in the record at the time it was
first generated in its final form as an electronic record or
otherwise, and the electronic record remains accessible for later
reference.

(b) A reguirement to retain a record in accordance with
subdivision (a) does not apply to any information the sole purpose of
which is to enable the record to be sent, communicated, or received.

(c) A person may satisfy subdivision (a) by using the services of
another person if the requirements of subdivision (a) are satisfied.

(d) If a law requires a record to be retained in its original
form, or provides conseguences if the record is not retained in its
original form, that law is satisfied by an electronic record retained
in accordance with subdivision (a).

(e) If a law requires retention of a check, that reguirement is

cisfied by retention of an electronic record of the information on
the front and back of the check in accordance with subdivision (a).
(f) A record retained as an electronic record in accordance with

http://www.leginfo.ca.gov/cgi-bin/waisgate?WAISdocID=60291325060+0+0+0& WAISaction=retrieve  10/1 2/20(



WALS bocument Ketrieval rage o 0% /

subdivision (a) satisfies a law requiring a person to retain a record
for evidentiary, audit, or like purposes, unless a law enacted after
the effective date of this title specifically prohibits the use of
an electronic record for a specified purpose.

(g) This section does not precliide a governmental ‘agendy from
specifying additional requirements for the retention of a record
subject to the agency's jurisdiction.

1633.13. In a proceeding, evidence of a record or signature may not
be excluded solely because it is in electronic form. .

1633.14. (a) In an automated transaction, ‘the following rules
apply:

(1) A contract may be formed by the interaction of electronic
agents of the parties, even if no individual was aware of or reviewed
the electronic agents' actions or the resulting terms and
agreements.

(2) A contract may be formed by the interaction of an electronlc
agent and an individual, acting on the individual's own behalf or for
another person, including by an interaction in which the individual
performs actions that the individual is free to refuse to perform and
which the individual knows or has reason to know will cause the
electronic agent to complete the transaction or perfermance.

(b) The terms of the contract are determined by the substantive
law applicable to it.

1633.15. (a) Unless the sender and the recipient agree to a
different method of sending that is reasonable under the
circumstances, an electronic recdrd i8'seéent whén the information is
addressed properly or otherwise diredted“properly to the recipient
and either (1) enters an informatidfi pro¢dssing 'system ocutside- the
control of the sender or of & pérsorn thdat sent the electronic record
on behalf of the sender, or (2) enters a region of an information
processing system that is under the control of the recipient.

(b} Unless the sender and the recipient agree to a different
method of receiving that is reasonable under the circumstances, an
electronic record is received when the electronic record enters an
information processing system that tHe recipient has designated or
uses for the purpose of receiving electronic records or infermation
of the type sent, in a form capable of béing preceéessed by that
system, and from which the recipient is abla té retrieve the
electronic record.

(c) Subdivision (b) applies even if the place the information
processing system is located is different' from the place the
electronic record is deemed to be received under subdivision (d).

(d) Unless otherwise expressly provided in the electronic record
or agreed between the sender and the recipient, an electronic record
is deemed to be sent from the sender's place of business and to be
received at the recipient's place of business or, if the recipient is
an individual acting on his or her own behalf, at the recipient's
place of residence. For purposes of this subdivision, the following
rules apply:

(1) If the sender or recipient has more than one place of
business, the place of business of that person is the place having
the closest relationship to the underlying trafisaction.

(2) If the sender or the recipient doés not have a place of
business, the place of business is the sender's or rec1p1ent s

residence, as the case may be.

& et
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(e) An electronic record is received under subdivision (b) even if
no individual is aware of its receipt.

(f) Receipt of an electronic acknowledgment from an information
processing system described in subdivision (b) establishes that a
record was received but, by itself, does not establish that the

m1tent sent corresponds to the content received.

(g) If a person is aware that an electronic record purportedly
sent under subdivision (a), or purportedly received under subdivision
(b), was not actually sent or received, the legal effect of the
sending or receipt is determined by other applicable law. Except to
the extent permitted by the other law, this subdivision may not be
varied by agreement.

1633.16. If a law other than this title requires that a notice of
the right to cancel be provided or sent, an electronic record may not
substitute for a writing under that other law unless, in addition to
satisfying the requirements of that other law and this title, the
notice of cancellation may be returned by electronic means. This
section may not be varied by agreement.

1633.17. No state agency, board, or commission may require,
prohibit, or regulate the use of an electronic signature in a
transaction in which the agency, board, or commission is not a party
unless a law other than this title expressly authorizes the
requirement, prohibition, or regulation.

http://www.leginfo.ca.gov/cgi-bin/waisgate?WAISdocID=60291325060+0+0+0& WAlSaction=retrieve  10/12/20
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] 3. I am currently the subject of an investigation, inquiry or proceeding by or before a state,
federal, or local court or agency (including the PCAOB) involving my professional
conduct.

] 4, | have an unresolved administrative suspension or an unpaid fine related to a prior
California practice privilege.

] 5. | did not respond to a request for information from the Board related to a prior practice
privilege.

] 6. | have had a judgment or arbitration award against me in an amount of $30,000 or

greater that involved allegations relating to my professional conduct.

ADDITIONAL INFORMATION (Required):

In addition to the state of licensure identified in item 3, | am also authorized to practice in the following:

State: License Number: A Other Authority:
State: License Number: Other Authority:
S
| wish to be able to sign an attest report under this practice privilege and | have at least 500 hours of
experience in attest services. [ 1 Yes (] No
| am an associated person of a firm registered with the PCAOB.  [] Yes ] No
My office where | have my principal place of business undergoes peer review. [] Yes ] No

The state of licensure identified in item 3 requires continuing education in fraud detection.and | have fulfilled
this requirement. ] Yes ] No

i, , understand that any mlsrepresentatlon or omission in
connectlon with this notification is cause for termination of my practice privilege in California. Further
| authorize the California Board of Accountancy to act accordingly, including notifying other state or
federal authorities. | certify under penalty of perjury under the laws of the state of California that the
foregoing information is true and correct.

Signature: Date:

Your privilege to practice commences with the submission of your completed notification and your fee.
Your privilege expires one-year from the date of this notice.



AITTAGHMENT 4

] 3. | am currently the subject of an investigation, inquiry or proceeding by or-before a state,
federal, or local court or agency (including the PCAOB) involving my professional
conduct.

1 4 | have an unresolved administrative suspension or an unpaid fine related to a prior
California practice privilege.

] 5. | did not respond to a request for information from the Board related to a prior practice
privilege.

O 6. | have had a judgment or arbitration award against me in an amount of $30,000 or

greater that involved allegations relating to my professional conduct.

ADDITIONAL INFORMATION (Required):

In addition to the state of licensure identified in item 3, | am also authorized to practice in the following:

State: License Number: Other Authority:
State: . License Number: Other Authority:
| wish to be able to signh an attest report under this practice privilege and | have at least 500 hours of
experience in attest services. ] Yes ] No
| am an associated person of a firm registered with the PCAOB. [] Yes ] No
My office where | have my principal place of business undergoes peer review. [ ] Yes ] No

The state of licensure identified in item 3 requires continuing education in fraud detection and | have fulfilled
this requirement. ] Yes [] No :

| understand that any misrepresentation or omission in connection with this notification is cause for
termination of my practice privilege in California. Further | authorize the California Board of
Accountancy to act accordingly, including notifying other state or federal authorities. By typing my
name in the box below and clicking the “I Agree” button | certify under penalty of perjury under the
laws of the State of California that the information contained in this notice is true and correct. If | am
not prepared to so certify, | understand that | should click the “Cancel” button to discontinue the
notification process.

Full Name

Your privilege to practice commences with the submission of your completed notification and your fee.
Your privilege expires one-year from the date of this notice.



State of Galifornia
+Depariment of Consumer Affairs

California Board of Accountancy
2000 Evergreen Street, Suite 250
Sacramento, CA 95815-3832

Memorandum

To

From

Subject :

Practice Privilege TF Agenda Item V. Board Agenda ltem VIil|.F.4.d.
November 18, 2004 November 19, 2004
Practice Privilege Task Force Members Date : November 2, 2004

Board Members
Telephone : (916) 561-1731
Facsimile : (916) 263-3673

- E-mail . gnewington@cba.ca.gov
4 ce o 2e %
Gregory P %ingto

Chief, Enforéement Division

Processing of Affirmative Responses to Disqualifying Conditions on the Practice Privilege
Notification Form

Business and Professions Code Section 5096(g) (Attachment 1) lists disqualifying
conditions related to California Practice Privilege. At the September meeting, | provided
the Task Force with the standards and process for evaluating how the disqualifying
conditions may result in the denial of the practice privilege.

At the time of notification the out-of-state licensee is required to provide additional
information on Attachment X of the Notification Form if they answer affirmatively to any
disqualifying condition, including whether they have been convicted of a crime other than a
minor traffic violation.

Therefore, Licensing staff should permit practice privilege if the individual reports the
following:

e Any misdemeanor clearly not “substantially related” to the practice of public
accountancy, such as spousal abuse. ‘

e Any misdemeanor, including those which are “substantially related”, which are more

than 15-years old.

Any expunged misdemeanor more than five-years old.

Any expunged conviction over 10-years old.

Driving under the influence.

Possession/use of a controlled substance.

Licensing staff should refer all other convictions to the Enforcement Division for review, as
well as:

e Professional license discipline or sanction issues.

e Matters involving investigations or proceedings related to professional conduct.

e Matters involving judgments or arbitration awards related to professional conduct.
e Matters involving an unresolved administrative suspension.

GPN

Attachment



Aftachment 1

Section 5096(q)

(@) (1) No individual may practice under a practice privilege without prior approval
of the board if the individual has, or acquires at any time during the term of the practice
privilege, any disqualifying condition under paragraph (2) of this subdivision.

(2) Disqualifying conditions include:

(A) Conviction of any crime other than a minor traffic violation.

(B) Revocation, suspension, denial, surrender or other discipline or sanctions
involving any license, permit, registration, certificate or other authority to practice any
profession in this or any other state or foreign country or to practice before any state
federal, or local court or agency, or the Public Company Accounting Oversight Board.

(C) Pendency of any investigation, inquiry or proceeding by or before any state,
federal or local court or agency, including, but not limited to, the Public Company
Accounting Oversight Board, involving the professional conduct of the individual.

(D) Any judgement or arbitration award against the individual involving the
professional conduct of the individual in the amount of thirty thousand dollars ($30,000)
or greater.

(E) Any other conditions as specified by the board in regulation.

_ (3) The board may adopt regulations exempting specified minor occurrences of
the conditions listed in subparagraph (B) of paragraph (2) from being disqualifying
conditions under this subdivision.-



_Attachment 1

_ Article 5.1. Practice Privileges
Section 5096.

(a) An individual whose principal place of business is not in this state and who has a
valid and current license, certificate or permit to practice public accountancy from
another state may, subject to the conditions and limitations in this article, engage in the
practice of public accountancy in this state under a practice privilege without obtaining a
certificate or license under this chapter if the individual satisfies one of the foliowing:

(1) The individual has continually practiced public accountancy as a certified public
accountant under a valid license issued by any state for at least four of the last ten
years.

(2) The individual has a license, certificate, or permit from a state which has been
determined by the board to have education, examination, and experience qualifications
for licensure substantially equivalent to this state's qualifications under Section 5093.
(3) The individual possesses education, examination, and experience qualifications for
licensure which have been determined by the board to be substantially equivalent to this
state's qualifications under Section 5093.

(b) The board may designate states as substantially equivalent under paragraph (2) of
subdivision (a) and may accept individual qualification evaluations or appraisals
conducted by designated entmes as satisfying the requirements of paragraph (3) of
subdivision (a).

(c) To obtain a practice privilege under this section, an individual who meets the
requirements of subdivision (a), shall do the following:

(1) In the manner prescribed by board regulation, notify the board of the individual's
intent to practice.

(2) Pay a fee as provided in Article 8 (commencing with Section 5130).

(d) Except as otherwise provided by this article or by board regulation, the practice
privilege commences when the individual notifies the board, provided the fee is received
by the board within 30 days of that date. The board shall permit the notification to be
provided electronically.

(e) An individual who holds a practice privilege under this article:

(1) Is subject to the personal and subject matter jurisdiction and disciplinary authority of
the board and the courts of this state.

(2) Shall comply with the provisions of this chapter, board regulations, and other laws,
regulations, and professional standards applicable to the practice of public accountancy
by the licensees of this state and to any other laws and regulations applicable to
individuals practicing under practice privileges in this state except the individual is
deemed, solely for the purpose of this article, to have met the continuing education
requirements and ethics examination requirements of this state when such individual
has met the examination and continuing education requirements of the state in which
the individual holds the valid license, certificate, or permit on which the substantlal
equivalency is based.
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(8) Shall not provide public accountancy services in this state from any office located i
this state, except as an employee of a firm registered in this state. This paragraph does
not apply to ‘publ-lo ac_oountancy servnces provrded to a ollent at the cllent‘s place of

(5) Shall‘cooperats: wrth any beard lnvestlgatlon or lnqulry and shaII tlmelyfrespond to a .
board investigation, inquiry, request, notice, demand or subpoena for information or
documents and tlmely proV|de to the board the |dent|f|ed |nformat|on and documents

m {ol-8 date of- the"notlce unless al shorter

!'7\l~\( 4y

(g) (1) No individual may practlce under a practlce pt |vrleg vithou! tpirio,-uapproval of-the. -
board lf the individual has, or acqurres at any tlme dunng the term of the practlce

(B) Revocatlon suspension, denlal surrender or other dlsmplme or sanctlonsxlnvolz. diglek
any license, permit, registration, certificate or other authority to practice any profession
in this or any other staté orforegign country orto practloe before any: stater, federaloor,
local court or agency, or the Public C :
(C) Pendény-ofany linvestigation] inglityorpr g g tate;
or local court or agency, |ncludrng, but not I|m|ted to the Pubho Company Accountl\
Oversight Board, invelving tH&prof dictiofitherindividialaserse s E
(D) Any Judgment or arbltrat|on award agalnst the |nd|vrdual rnvolvrng the professmnal

g H
(3 ) The board may*adopt Lregula‘tlons exemptmg specrfled rninor-oceuttences: of the
conditions listed in subparagraph (B) of paragraph (2) from being disqualifying-
conditions under this subdivision.
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CALIFORNIA BOARD OF ACCOUNTANCY
2000 EVERGREEN STREET, SUITE 250 Attachment 2
SACRAMENTO, CA 25815-3632
FAGSIMILE: (916) 263.3675
WEB ADDRESS? htip:/mww.dcea.ca,govicha

Practice Privilege TF Agenda ltem |
October 5, 2004

DRAFT
PRACTICE PRIVILEGE TASK FORCE
MINUTES OF THE MEETING
September 9, 2004
Hyatt Regency
1209 L Street
Sacramento, CA 95814

CALL TO ORDER

Renata Sos, Chair, called the.meeting of the Practice Privilege Task Force to order at
8:40 a.m. and weicomed the participants. Ms. Sos noted that a quorum of the Board
(eight members of the Board) was not present at this meeting.

Task Force Members:
Renata Sos, Chair
Sally Flowers

Gail Hillebrand
Thomas lino

Harold Schultz

lan Thomas (Absent)

Staff and Legal Counsel

Mary Crocker, Assistant Executive Officer

Patti Franz, Licensing Manager

Michael Granen, Deputy Attorney General

Aronna Granick, Leglslation/Regulatlons Coordinator
Bob Miller, Legal Counsel

Greg Newington, Chief, Enforcement Program
Theresa Siepert, Executive Analyst

Carol Sigmann, Executive Officer

Liza Walker, RCC Analyst

Other Participants

Richard Charmney, Board Member

Tom Chenowith

Julie D’Angelo Felimeth, Center for Public Interest Law
Donald Driftmier, Board Member

Michael Duffey, Ermnst and Young LLP




After discussion, it was moved:by-Ms:Hillebrand-that the following procedure be
recommended to the Board to address the payment issues under discussion: at
such time-asitis determined-that payment is not received, is late, or that the
check was dishonored;&nd t

k sthis is not the result of an administrative error,
the Board shall issue an administrative suspension and a fine. The
administratiVé suspension would remain in effect until the problem was cured. If
it is not cured, the administre 'onrweuld remamnn effect until the
expiration of the practice priv would be a disqualifying
condition and cause the person to; utoma' cally receive a practice privilege
the next time. In addition, staff would be d . ected to develop a recommendation
related to fine amounts and condltlon‘ with, a, range of fines for repeat
occurrences. Mr. Newington relterated his concern that establishing a new
disqualifying condition would generate ‘additional work for Enforcement Program
staff. Ms. Hillebrand amended her motion to remove the proposed disqualifying
condition. The amended motion was seconded by Ms. Flowers and. unanlmously

carried.

VII. Consideration of.the.S

- LSRRG

guidelines currently employed by Licensing Program staff when reviewing appll ’"s‘

for licensure.

e (.J =t

With regarded to disqualifying conditions related primarily to pending ‘ifw’”ﬁestlgatrons and'”

civil judgments, he recommended that practice privileges should not beygranted Wlthout_“.
a thorough review by Enforcement Program staff, He- ful;ther reco 6 ‘thersi®
is a pending investigation and the outcome of the mvestlga‘_‘}
some time, a practice privilege should not be grjanted and t
encouraged to apply for licensure. It was;the.cons:
recommend to the Board that staff proceed as outlirie
(Attachment 3). .t T e

&EEeT o

VIll. Consideration of What, If Any, Additional Disqualifyi
Specified by Regulations. '

He noted that there was a proposal that there be a d!squa
unpaid fees, but the Task Force did .not.adopt this.proposal.




* State of California

California Board of Accountancy

Department of Consumef Affairs 2000 Evergreen Street, Suite 250

Sacramento, CA 95815-3832

Memorandum

To

From

‘Subject :

Board Agenda ltem VIII.F.3.a
November 19, 2004

lan Thomas, President
Members, California Board of Accountancy Date . November 5, 2004

Telephone : (916) 561-1788
Facsimile : (916) 263-3674
E-mail . agranick@cba.ca.gov

Aronna Granick r)%"w._/y\_k/

Legislation/Regulations Coordinator

Recommendation Regarding a Process to Address Changes in Reported
Information That Occur During the Term of the Practice privilege

At its meeting of October 5, 2004, the Practice Privilege Task Force considered
changes in the information reported in the notification that occur during the term of
the practice privilege. These changes could be of two types: 1) the occurrence of a
significant event that could potentially be a disqualifying condition, or 2) changes of
a less significant nature such as a change of address or phone number.

To address these occurrences, the Task Force recommends the Board adopt the
following procedure:

Practice Privilege holders would be required to report the occurrence of any
change in the information reported on the notification form within 30 days. This
is consistent with Item 12 under Qualification Requirements in the Draft
Notification” Form (Attachment 1) and with the draft regulations under
development.

If the reported event constitutes a disqualifying condition, the Board would issue
an administrative suspension and then proceed with its evaluation using the
process approved by the Task Force at its September 9, 2004, meeting (see
Attachment 2).

If the reported event relates to any other item on the form, Board staff would
simply update the information.

Failure to report would be subject to a fine by the Board. Failure to report a
disqualifying condition could also be grounds for discipline. (Draft regulations
under development are consistent with this procedure.)

Afttachments
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CALIFORNIA BOARD OF ACCOUNTANCY
2000 EVERGREEN STREET, SUITE 250 Attachment 1
SACRAMENTO, CA 85815-3832
TELEPHONE: (916) 263-3680
FAGSIMILE: (918) 263-3675:
WEB ADDRESS: http:fiwww.dca.ca.govicba

Practice Privilege TF Agenda ltem V. Board Agenda ltem ViiL.F.4.c.
November 18, 2004 " November 19, 2004

NOTIFICATION AND AGREEMENT TO CONDITIONS FOR THE PRIVILEGE TO
PRACTICE PUBLIC ACCOUNTING IN CALIFORNIA PURSUANT TO
CALIFORNIA BUSINESS AND PROFESSIONS CODE SECTION 5096:

Name: Prior Name(s):

Firm Name:

Address Of Principal
Place Of Business:

Telephone Number Fax Number Business

(business hours): (business hours): E-mail:
Date Of Birth: / /- Social Security Number:

QUALIFICATION REQUIREMENTS:
1. | am an individual.

- My principal place of business is not in California and | do not have an office in California
other than through a firm that is registered in California and of which | am an employee or
| have a pending application for licensure in California under Sections 5087 and 5088.

3. | am qualifying for Practice Privilege based on my valid license to practice public
accountancy in the following state: :

State: License Number: Date Issued:

4, [Ja. The state of licensure identified in item 3 is deemed substantially equivalent by the
California Board of Accountancy (see Appendix 1 for list of substantially equivalent
states); OR

[1b. My individual qualifications have been determined by NASBA to be substantially
equivalent (NASBA file no. ); OR

[lc. |have continually practiced public accountancy as a certified public accountant under a
valid license issued by any state for 4 of the last 10 years.

5. | understand that | may sign a report on an attest engagement under this privilege to
practice only if | have at least 500 hours of experience in attest services.

6. | agree to abide by the laws of the State of California, including the California
Accountancy Act (Business and Professions Code Section 5000 et seq., accessible at
http://www.dca.ca.gov/cba/acnt_act.htm) and the regulations thereunder (accessible at
http://www.dca.ca.gov/cba/regs.him).
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=prlvnl e“To pra

ndﬁorz-refer any additional and
board, of ac,%:ountancy._of any other_state and/or the SEC,
ory at , '

rk and
c. To prowde mformatlon relatlng toa practlce priv
further.di

i1y, yiro@innguinies, :
California practlce pnvnlege mcludmg after the explratlon of thts prlw

9. | consent to-the authority-of the CBA&G*Uertify tHE accuracy and truthfulness of the
information provided in this notification. | consent to the release of all information
relevant to the-CBA’s inquiries now or in the future by:

a. Contacting other states;

b. Contacting the SEC, PCAOB or any other federal agency before which | am
authorized to” practlce and

c. Contacting NASIIAA.

10. | am submiitting this notice to the CBA: S TEE -

[

at or before the time | begin the practice ‘of;public:agcountancy in California; OR
] within five business days of beginning the practice of public accountancy:in- California; ON. oy s
_/_/__. My reason(s) for not providing notice on or before that date: h

11.
state of llcensure ldentlﬂed in ltem 3 above
I aesaar sty jre o -
12. in the event that any of the information in this notlce nggfs,f will prowde the CBA
written notice of any such Shange ) W|th|n 30 days of its oc urrence
13. I am,conc.‘urﬁr‘eﬁgjg_ly}{, submitting the fee of $1 00.00.

DISQUALIFYING~ CONDITIONS:
Please check any of thex tems below that. apply For rany chec{ged /z‘ems 1n (1)- (6) you must prowde addn‘lona/

’)
S O B YTHE VO 8

O 2 I haye had a license, r?g|strat|on permlt or authorlty to practlce a pro ess

’f‘U QT

surrendered, de ied nd
for the foHowmg oocurrence :

(A) an actiorby.a state, federal, orlocal: agency(or court of.the.,PCAOB in which the only

> &dnction wastafineof less:than-$~— so-orar t thatthe. mdnvxdual complete
“gpecified continuing education:courses; .

(B) the revocation of a license or other authorlty to 7pr ' e 'gy,
than the license upon which the practice pr|V|Iege is based, solely because of failure
to complete continuing education or failure to renew.

.




- 3. | am currently the subject of an investigation, inquiry or proceeding by or before a state,
federal, or local court or agency (including the PCAOB) involving my professional

conduct.

1 4. | have an unresolved administrative suspension or an unpaid fine related to a prior
California practice privilege.

0 s | did not respond to a request for information from the Board related o a prior practice
privilege.

] s | have had a judgment or arbitration award against me in an amount of $30,000 or

greater that involved allegations relating to my professional conduct.

ADDITIONAL INFORMATION (Required):

in addition to the state of licensure identified in item 3, | am also authorized to practice in the following:

State: License Number: Other Authority:

State: License Number: Other Authority:

| wish to be able to sign an attest fepor‘[ under this practice privilege and | have at least 500 hours of
experience in attest services. ] Yes ] No .

| am an associated person of a firm registered with the PCAOB. [] Yes 1 No
My office where | have my principal place of business undergoes peer review. [ ] Yes ] No

The state of licensure identified in item 3 requires continuing education in fraud detection and | have fulfilled
this requirement. ] Yes ] No

, understand that any misrepresentation or omission in
<onnection with this notification is cause for termination of my practice privilege in California. Further
| authorize the California Board of Accountancy to act accordingly, including notifying other state or
federal authorities. | certify under penalty of perjury under the laws of the state of California that the
foregoing information is true and correct.

Signature: _ ' Date:

Your privilege to practice commences with the submission of your completed notification and your fee.
Your privilege expires one-year from the date of this notfice.
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ATTACHMENT X

1. If you checked any of items 1 - 6 under disqualifying conditions, please provide explanatory details:

2. If you checked item 6 under disqualifying conditions, please also provide:

Date of Judgment/ '
Arbitration Award: Jurisdiction/Court: Docket No:
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DRAFT
PRACTICE PRIVILEGE TASK FORCE
MINUTES OF THE MEETING
September 9, 2004
Hyatt Regency
1209 L Street
Sacramento, CA 95814

CALL TO ORDER

Renata Sos, Chair, called the meeting of the Practice Privilege Task Force to order at
8:40 a.m. and welcomed the participants. Ms. Sos noted that a quorum of the Board
(eight members of the Board) was not present at this meeting.

Task Force Members:
Renata Sos, Chair
Sally Flowers

Gail Hillebrand
Thomas lino

Harold Schultz.

lan Thomas (Absent)

Staff and Legal Counsel

Mary Crocker, Assistant Executive Officer

Patti Franz, Licensing Manager

Michael Granen, Deputy Attorney General

Aronna Granick, Legislation/Regulations Coordinator
Bob Miller, Legal Counsel

Greg Newington, Chief, Enforcement Program
Theresa Siepert, Executive Analyst

Carol Sigmann, Executive Officer

Liza Walker, RCC Analyst

Other Participants

Richard Chamey, Board Member

Tom Chenowith

Julie D’Angelo Fellimeth, Center for Public Interest Law
Donald Driftmier, Board Member

Michael Duffey, Ermst and Young LLP




After discussion, it was moved by Ms. Hillebrand that the following procedure be
recommended to the Board to address the payment issues under discussion: at
such time as it is determined that payment is not received, is late, or that the
check was dishonored, and that this is not the result of an administrative error,
" the Board shall issue an administrative suspension and a fine. The
administrative suspension would remain in effect until the problem was cured. If
it is not cured, the administrative suspension would remain in effect until the
expiration of the practice privilege. A dishonored check would be a disqualifying
condition and cause the person to not automatically receive a practice privilege
the next time. In addition, staff would be directed to develop a recommendation
related to fine amounts and conditions with a range of fines for repeat
occurrences. Mr. Newington reiterated his concern that establishing a new
disqualifying condition would generate additional work for Enforcement Program
staff. Ms. Hiliebrand amended her motion to remove the proposed disqualifying
condition. The amended motion was seconded by Ms. Flowers and unanimously
carried.

VIl. Consideration of the Standards and Process for Determining How the “Disqualifying
Conditions” May Result in Denial of the Practice Privilege.

Mr. Newington reporied on a recommended procedure for determining how the
disqualifying conditions listed in Section 5096(g) should be applied to denial of the
practice privilege (see Attachment 3). He recommended that guidelines for disqualifying
conditions related primarily to convictions and license discipline should paraliel the

guidelines currently employed by Licensing Program staff when reviewing appiications
for licensure.

With regarded to disqualifying conditions related primarily to pending investigations and
civil judgments, he recommended that practice privileges should not be granted without
a thorough review by Enforcement Program staff. He further recommended that if there
is a pending investigation and the outcome of the investigation will not be known for
some time, a practice privilege should not be granted and the person should be
encouraged to apply for licensure. It was.the consensus of the Task Force to
recommend to the Board that staff proceed as outlined in Mr. Newington’s memo
(Attachment 3).

Vill. Consideration of What, If Any, Additional Disgqualifying Conditions Should be
Specified by Regulations.

Mr. Newington reported that review by Enforcement Program staff did not identify any
additional disqualifying conditions that should be adopted by the Board in regulations.
He noted that there was a proposal that there be a disqualifying condition related to
unpaid fees, but the Task Force did not adopt this proposal.
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Attachment 3 2000 Evergreen Street, Suite 250

Sacramento, CA 95815-3832
Memorandum .

Practice Privilege TF Agenda ftem VIl , Board Agenda ltem VIIL.F.8.

September 8, 2004 September 10, 2004
To : Practice Privilege Task Force Date : August 24, 2004

‘Board Members

From : Grego Ne\;&?é

Chief, Enforcement Division -

Telephone : (916) 5611731
Facsimile : (916) 561-3673
E-mail . gnewington@cba.ca.gov

Subject:  Consideration of the S‘;andérds and Process for Determining How the
“Disgualifying Conditions” May Result in Denial of the Practice Privilege

Proposed Business and Professions Code Section 50386(g) lists disqualifying
conditions for the practice privilege (Attachment 1). Proposed Section 5096.2(a)
provides relevant criteria (Attachment 2). This memo discusses the disqualifying
conditions in Section 5088(g) and the standards and process for evaluating how
they may result in denial of the practice privilege. Business and Professions Code
Section 480 related to the denial of licenses is mcluded for reference in
Attachment 3.

Section 5096(g)(1) precludes practice under a.practice privilege if a listed
disqualifying condition is present until Board approval is obtained. It should be
expected that disqualifying conditions will be encountered on a recurring basis and
that prompt review and consistent reasonable evaluation will be necessary by

Board staff. For each listed disgqualifying condition the following evaluation
guidelines are recommeénded:

Section 5096(g){2) — Paraaraphs (A) and (B)
(@) (2) Disgualifying conditions include:
(A) Conviction of any crime other than a minor traﬁ\c violation.
(B) Revocation, suspension, denial, surrender or other dlSC|plme or sanctions
involving any license, permit, registration, certificate or other authority to
practice any profession in this or any other state or foreign couniry or to

practice before any state, federal, or local court or agency, or the Public
Company Accounting Oversight Board.

Generally the presence of any of the conditions listed in paragraphs (A) or (B) of
Section 5086(g) would eqguate to likely serious violations or unprofessional conduct
and should preclude practice in California under the practice privilege modsl.
Exceptions will, however, be experienced. Examples under paragraph (A) could
include convictions with no relationship to the practice of public accounting (spousal
abuse) or a misdemeanor vioiation commitied several ysars ago with no
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reoccurrence (shoplifting). Examples under paragraph (B) could include revoeation
of a Téxas CPA ceriificate for-failure to renew the license timely.

“Evaluatisn-guidelines shouldibe established that will allow licensing staff to identify
and pass (allow practice privilege) on convictions having.no refationship with the
practice of public accountancy, misdemeanor convictions over-40 years sld::and -
license sanctions in other jurisdictions caused by administrative procedural actions
versus discipline for unprofessional conduct. The Board's.licEnsing staff clirrently
employ similar guidelines in their evaluation of applicants for licensure and that
system is operating smoothly. Situations involving disqualifying conditions that fall
outside thesg guidelings shculd Berefarradto the Enforcsment Division where a
review wiltbeesrdustedto determingif there:is d@vactualbasisto.deny practice
under a practice privilege, or actual California licensure, pursuant to Business and
Profeeelons Code Seotlon 480 (Grounds for Denial)

w“‘)-“

Section. 5098(6)(2) = Paragraphis(C) and. ('l) :
(R)(2) ualifying ‘tonditioris include:” = -
' ):Perdency-of any-investigation;inquiry or: proceedmg by-or before ‘any
- gtate: federal-ardocal court.or agency; ineluding;-but.noet limited:to, the
Publie: Company Accounting OversightiBoard; ihvelVing: ‘th'e‘orofesaonal
conduct of the individual. iz
(D) Any judgment or arbitration award against the individual [nvolvmg the
- professiomal conducteofithetindividualiin the: amlunt of thxrty thousand
dollars ($3E) G)O!) or*greater e amnane

~F

Sk :\t e \” BB e
v

The: presenoe of any of the condltlons Itstedoxn paragraphs (C) o
5096(g):willindicate the possibility of serioustielations-or urprefessionalconduct,
and practice rights via the practice privilege option sheuld.not:be:grantedswithout
thorough review by Enforcement Division personnel. This review may require
mveetxgatlve actlon or inquiry to obtain: an; adequate understandlng e ta;otsua’nd

criteria referencadiin Blisiness &ind: Profe=5|on g [elpEedt lnmany cases,
particularly-those thatdhvolvesa: pending: 1nvest|gat|on o proceedmg bé&fore another

agency,dhefacts:willnotbe fully:developed-or-available: If'soypractice rights viaa

pr,aqtiic‘e;,pti:vxiI.e'g:e;;'s?h:o.u';l.df;;m:ot granted;-- am’ﬂ :t-he:eap.p:l-ib'ant S‘hﬁOEizldfjbe,‘ "n.eq uired to

personnel are able to obtaln an understandlng of the facts suﬁ' Clel‘lf to oonctude
there is'nofactual-basis to deny practice under-Busingss andProfessions-Code-
. Section:480.: The Board: Wlll eed to determine if this: ,.t,stan:a-p.propri‘a‘te:u?se of-. =

enforoement resources: st e e

e
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Section 5096(q) — Paraaraphs (2)(E)
(h) (2) Disgualifying conditions include:
(E) Any other conditions as specified by the board in regulation. .

Evalu‘ation gdidelines will depend on the specific disqualifying conditions adapted
by the Board in regulation.

GPN

Attachménts
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Proposed Section 5096(@

(g) (1) No individual may practice under a practice privilege without prior approval
of the board if the individual has, or acguires at any time during the term of
the practice privilege, any disqualifying condition under paragraph (2).of
this subdivision.

(2) Disqualifying conditions include:

(A) Conviction of any crime other than a minor traffic violation.

(B) Revocation, suspension, denial, surrender or other discipline or
sanctions involving any license, permit, registration, certificate or other
authority to practice any profession in this or any other state or foreign
country or to practice before any state, federal, or local court or
.agency, or the Public Company Accounting Oversight Board.

(C)Pendency of any investigation, inquiry or proceeding by or before any
state, federal or local court or agency, including, but not iimited to, the
Public Company Accounting Oversight Board, involving the

. professional conduct of the individual.

(D) Any judgmeént or arbitration award against the individual involving the
professional conduct of the individual in the amount of thirty thousand
dollars ($30,000) or greater.

(E) Any other conditions as specified by the board in regulation.

(3) The board may adopt regulations exempting specified minor occurrences
of the conditions listed in subparagraph (B) of paragraph (2) from being
disqualifying conditions under this subdivision.

ATTACHMENT 1



Proposad Section 5086.2(a).

(a) Préctice privileges may: be denied-forfailurs to qualify-under or*csmp]y with
th& provisiens of this article:or implementirg:regulations sorforany-act that if
cofmmitted-by-an ‘applicant for licensure would bergroundsfordenialof a-.
license under Section 480 or if committed by a licensee would:bé grounds for

discipline under Section 5100, or for any act:committed cutside of thls state
that would be a vmla’uon if commltted wnthln this state

Srnt
=

ATTACHMENT 2



Section 480

(2) A board may deny a license regulated by this cods on the grounds that the
applicant has one of the following:

(1) Been convicted of a crime. A conviction within the . meaning of this section
means a plea or verdict of guilty or a conviction foliowing & plea of nolo
contendere. Any action which a board is permitted to take following the
establishment of a conviction may be taken when the time for appeal has
elapsed, or the judgment of conviction has been affirmed on appeal, or
when an order granting probation is made suspending the imposition of
sentence, irrespective of a subseguent order under the prov1smns of
Section 1203.4 of the Penal Code.

(2) Done any act involving dishonesty, fraud or deceit with the intent to
substantially benefit himself or another, or substantially injure another; or

(3) Done any act which if done by a licentiate of the business or profession in
guestion, would be grounds for suspension or revocation of license. The
board may deny a license pursuant to this subdivision only if the crime or
act is substantially related to the qualifications, functions or duties of the
business or profession for which application is made.

(b) Notwithstanding any other provision of this code, no person shall be denied a
license solely on the basis that he has been convicted of a felony if he has
obtained a certificate of rehabilitation under Section 4852.01 and following of
the Penal Code or that he has been convicted of a misdemeanor if he has
met all applicable requirements of the criteria of rehabilitation developed by
the board to evaluate the rehabilitation-of a person when considering the
denial of a license under subdivision (a) of Section 482.

(c) A board may deny a license regulated by this code on the ground that the
applicant knowingly made a false statement of fact required to be revealed in
the application for such license.

ATTACHMENT 3



State of California . California Board of Accountancy
Department of Consumer Affairs 2000 Evergreen Street, Suite 250

Sacramento, CA 95815-3832
Memorandum

Board Agenda ltem VIII.LF.3.b
November 19, 2004

To - lan Thomas, President
Members, California Board of Accountancy Date . November 5, 2004
Telephone :  (916) 561-3788
Facsimie : (916) 263-3674
E-mail . agranick@cba.ca.gov
From : Aronna Granick - ,L/,\A/'

Legislation/Regulations Coordinator

Subject:  Recommendation Regarding Whether it Should be a Disqualifyihg Condition
to Have an Unpaid Fine Related to Practice Privileges.

- The memo provides for Board consideration and action the Practice Privilege Task
Force’s recommendation related to unpaid fines. The Task Force recommends
that, if a practice privilege expires with an unpaid fine still pending, the individual
who held the practice privilege needs to obtain Board approval before beginning
practice under a new practice privilege. .

This issue came to light based on discussions at the September 9, 2004, Practice
Privilege Task Force meeting. At that meeting, the Task Force discussed issuing
fines for failure to comply with practice privilege requirements. The Task Force
concluded that fines should be issued related to failure to provide notice within the
“safe harbor” period and failure to pay the practice privilege fee timely. At that
meeting the Task Force also adopted a motion to clarify that it is a disqualifying
condition to have an unresolved administrative suspension. Based on these
discussions, the Task Force considered the matter further at its meeting of October
5, 2004, and unanimously adopted the recommendation noted above.

As background for your consideration of this recommendation, attached are relevant
excerpts from the minutes of the September 9 and October 5, 2004, meetings
(Attachments A and B) and a copy of the relevant statutory provision, subdivision

(g) of newly enacted Business and Professions Code Section 5096 (Attachment C).

Attachments
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PRACTICE PRIVILEGE TASK FORCE
MINUTES OF THE MEETING -
FINAL
September 9, 2004
Hyatt Regency
1209 L Street
Sacramento, CA 95814

CALL TO ORDER

Renata Sos, Chair, called the meeting of the Practice Privilege Task Force to order at
8:40 a.m. and welcomed the participants. Ms. Sos noted that a quorum of the Board
(eight members of the Board) was not present at this meeting.

Present:

Renata Sos, Chair
Sally Flowers

Gail Hillebrand
Thomas lino

Harold Schultz

lan Thomas (Absent)

Staff and Legal Counsel

Mary Crocker, Assistant Executive Officer

Patti Franz, Licensing Manager

Michael Granen, Deputy Attorney General

Aronna Granick, Legislation/Regulations Coordinator
Bob Miller, Legal Counsel

Greg Newington, Chief, Enforcement Program
Theresa Siepert, Executive Analyst

Carol Sigmann, Executive Officer

Liza Walker, RCC Analyst

Other Participants

Richard Charney, Board Member

Tom Chenowith

Julie D’Angelo Felimeth, Center for Public Interest Law
Donald Driftmier, Baord Member

Michael Duffey, Ernst and Young LLP




. substantially equivalent by CredentlaINet Both decnsuons will be reflected in
" régulations.

It was moved by Ms. Flowers and seconded by Mr. Schultz to accept NASBA'’s
determmatlons ini ,ch areas. It was the intent of the motion that this would be
the only méthod t rd‘Ugh which these determinations would be made. During the
discussion Ms. Hillebrand asked. |f the Board could request that CredentialNet consider
ethics requirements in maklng |ts de’t mlnat|ons ', s..fSos indicated that the Board
could inform CrednetialNet that éthics is a prlonty and request that CredentialNet's
review ensure'that the ethics requirement in the CPA’s home state has been met. Ms.
Sos also indicated that it was her understand‘lng fiat; ‘consistent with the Board's
obligation not to delegate its authority, the Board's' acceptance of NASBA's list and
credentialing program would be sgb _:L_IS monitoring, and the Board would
have the ability to add or subtract states'fr list as“appropriate. After the
discussion, the motion was unanimously carried.

I\V. Consideration of Whether the Board Should Accept NASBA's Deterftiiftion-of an~
Indlwdual s.Substantial Equivalency or Use Some Otherwl\/Iethro‘d forAssessmg the

B. Discussion.

See Agenda Iltem Il

Notification to the Board.

Ms. Sos introduced this agenda item and Agenda ltem VI together. Sh
they relate to two questlons 1) When is notice due? and 2) What shéti
when the payment is not rece|ved is lost, or the payment check is dlshonored’? She_

the materials for the meetlng include two mem;
summarizing the arguments for and against’ estab"llshlng
indicated she would like to focus the discussion on the followin f
the problem that would be created if notice Were req tpene)
begins, 2) the potential for consumer harm if practice | )
period before time before notification is required, 3) the
done nothing wrong if there is no safe harbor, 4) the impact of va
terms of providing an incentive for giving notice. Ms. Sos indicated she would
appreciate |nput from the profession on these issues. Also she encoura

of the CPA popula‘uon




Ms. Sos added that should the Task Force.decide not to require notice at or before the
practice privilege begins, there are two ways this could be addressed: one is to indicate
that notice is due some specified number of days after practice privileges begins. The
other alternative is to have an emergency clause which would indicate that notice is due
at or before practice begins. If the means of providing notice is not available at that
time, notice is due as soon as possible after the means become available provided a
good faith effort is made to acquire the means. The second option would address those
situations in which someone is unable to provide notice through no fault of their own.

Mr. lino commented that he initially voted to require notice on or before the work began,
however a situation occurred recently which illustrates some of the issues raised by Ms.
Sos. When he was in Japan, an urgent need for more resources at the client’s
Torrance California plant was identified. Because of time differences, his call
requesting resources, placed at noon Tokyo time, was received at 8:00 p.m. Sunday
night in California. They were successful in getting the necessary people to the client’s
Torrance office by 9:30 a.m. the following day. However, it was very challenging,
especially since one of the people had been on vacation. Mr. lino indicated that, based
on this incident, he believed consideration should be given to establishing some kind of
safe harbor or emergency provision.

Ms. Flowers inquired if it would impede enforcement efforts if the violation occurred
during a safe harbor period. Ms. Sos noted that Section 5096.1 was intended to
address CPAs who are practicing without a practice privilege. Mr. Granen agreed, but
indicated the Board could more effectively communicate its enforcement action to other
state boards if the CPA held an actual practice privilege.

Ms. Hillebrand expressed concern that having a safe harbor period would permit people
to come in and practice legally for a short time without ever giving notice. She indicated
that it appeared to be proper law enforcement to require people to agree to abide by
California law and consent to the Board’s jurisdiction before they begin work in
California.

Mr. Duffey commented that he believed there is a very small universe of people who
would abuse the notice requirement in the way Ms. Hillebrand suggested. On the other
hand, there would be a number of situations in which people want to comply, but would
find it difficult without a reasonable safe harbor period. He expressed the view that a
safe harbor period would encourage compliance. For example, if there were a
reasonable safe harbor period, firms could establish compliance systems to centralize
and oversee compliance by their employees. Otherwise all of the responsibility for
compliance rests on the individual. Mr. Schultz agreed that compliance would be
encouraged if the Board provided a small opportunity to provide notice after practice
begins.

Mr. Robinson added that his clients, the “Big Four” accounting firms, were interested in
a safe harbor period from enforcement actions. They want to comply, but have concern
that without a safe harbor period they could violate the law inadvertently. He agreed



i The potential forae 's}i':’i'm'er-rha‘rm‘:ise'le'ssfwh‘en th"ei\;safe >harb‘onfperio'd is.
shorter. She noted that the one of the primary reasons the concept of practice
prlvfleges was developed was: to accommodate thecvery Iarge accountlng flrms S0’ that -~

before Callforma Burts:
associated with practice prIVIIeges

Mr. lino® commented that the Iarge f|rms:': by V|rtue of thelr 5|ze and the\moveme-ntfof

notlce s ;rec .lved after f

STy ‘\f‘”‘ pessl ety ‘

the professioria chansa to learn aboutit
notification form could request lnformatlon on why the notlce is Iate SO that the data.
would be avallable

Ms: Hlllebrand indicated that, even though she'was-not:in-favor of a safe harbor:period, -
she believed that this'Wasa teasonabléproposal to-allow for transition: Nir. Grafien



summarized the proposal as follows: Notice is required on or before beginning
practice, but there shall be no penalty if the notice is given within five business
days of commencing practice. This provision would remain in effect for two
years from the effective date of the regulation and then would sunset. Ms. Sos
moved that the Task Force recommend to the Board the proposal outlined by Mr.
Granen adding that there will be an item on the form requesting the reason why
the notice is late and the date when the practice began. She noted that the
purpose of the two year time period is to permit transition. The motion was
seconded by Mr. Schultz and carried. (Ms. Hillebrand voted “no.”) Ms. Sos
requested a recommendation from staff regarding fines and penalties for failure
to notify within the safe harbor period.

VI. Consideration of the Procedure if the Individual's Fee is Not Received on Time or
the Check is Dishonored.

Ms. Sos indicated that the materials for the meeting included a memo summarizing the
recommendations of the sub-Task Force that focused on payment issues. She noted
that these recommendations reflect her interpretation of the statute. However, she
subsequently reconsidered this interpretation and concluded it was in error. Ms. Sos
then indicated that, based on this conclusion, she would like to recommend a different
approach to address payment concerns. She explained that the statute states that that
the practice privilege begins with proper notification. It also requires that payment must
be received within 30 days. She then recommended that if a CPA provides proper
notice, but then fails to provide payment timely or if the check is subsequently
dishonored, that the CPA’s practice privilege be administratively suspended and that the
CPA be notified that the administrative suspension remains in effect until the problem is
cured. If the CPA cures the problem by providing payment, the administrative
suspension wouid be lifted and practice would be permitted for the remaining term of
the practice privilege. It the problem is not cured, failure to cure would become a
disqualifying condition preventing the CPA from automatically receiving a practice
privilege the next time he or she applies. Ms. Sos commented that she believed this
procedure would be straightforward, easy to tract, and consistent with the statute. It
would also avoid penalizing people for circumstances beyond their control.

Mr. Duffey inquired if the procedure could include some additional steps to avoid
penalizing people for administrative or processing errors. Ms. Hillebrand suggested that
prior notification could address this concern. Ms. Crocker indicated that prior
notification would be administratively impractical. However, staff would always resolve
any situation in which there was an administrative or processing error.

During the discussion Ms. Flowers suggested that there could be a penalty or fine for
failure to pay timely. Mr. Newington expressed support for this suggestion and noted
that a fine is an additional incentive for timely payment. He also indicated that making
failure to pay a disqualifying condition would result in increased workload and that a fine
would be a better, less workload intensive alternative.



After discussion;:i
establishedto:adc
is determine
dishonored: a
shall issue &
suspen‘s‘iot' ‘

‘ 'was moved by Ms H|IIe ' rand.that the followmggprocedurefbe

amounts and condltlons W|th a range of flnes for repeat occurrences Mr. "
Newington reiterated his concern that establishing a new disqualifying condition
would generate.additional-work for Enforcement Program staff. . Ms::Hillebrand:
amended her motion to remove the proposed disqualifying condition. The - -
amended motlon was seconded by Ms Flowers and unanimously carried.
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' q.uallfylng :
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Mr. Newmgton«reported ‘on.a recommended procedure for determlnlng howthe -
dlsquallfylng conditions.listed in.Section 5096(g) should be applied to-denial.of; thew o
practice privilege (see Attactiment® ). ‘He recommended thatgwdellnes for @« .
disqualifying conditions related primarilyto.convictions:and license discipline should S
paraIIeI the gu:delmes currently em oned by Llcensmg Program{staff When eviewing:: -

civil judgmerits; ke Scommer
a thoroughi review by:-Enft
is a pending investigation:and
somé:time; practice’priviléges shou
encolraged-to apply forlicensure: as
recommend tothe Board that:staff: proceed as outllned Jn
(Attachment __).

Vil Goniside
Specmed :‘b

Mr. Newmgton reported th\ t:‘f;re\mew by Enfor emerit: \rogram staff:did: got...de tlf : an)(
additional disqualifying conditions that should be adopted by the Board as a regulation.
He noted thatitherewas:a proposalthat:there:beia: dlsquallfylng oondltlon related to
unp"afld fees but the Task Force drd: ot adopt this: proposal A b ‘
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Durlng»the dlscussmn an addltlonal dlsquallfylng condltlonwas |dent|f|ed and it
was moved by Ms. Sos, seconded by:Ms:'Flowers; and unanimously-carried:.to -



recommend that the Board adopt a regulation to clarify that it is a “disqualifying
condition” to have an unresolved administrative suspension.

IX. Consideration of What Minor Infractions Related to Licensing Should be Exempted
From the Disqualifying Conditions.

Mr. Newington recommended an approach to identifying minor infractions that should
not be considered disqualifying conditions (Attachment ). He noted that rather than
create a “laundry list” of all possible infractions, he was recommending an approach
base it on the type of penalty that resulted from the infraction. The recommendation
was to exempt violations for which the discipline or sanction is limited to administrative
citations resulting in fines of $5,000 or less or continuing professional education. Ms.
Hillebrand inquired about the $5,000 fine amount and asked how it relates to what other
states are doing. Mr..Newington indicated he was trying to develop the concept and
that the amount of the fine was not firm.

With regard to continuing professional education, Ms. Sos indicated that practice
privilege holders are required to certify that their continuing education is current. Mr.
Newington indicated that sometime, additional continuing education is mandated for
continuing competency.

After discussion, it was moved by Ms. Flowers, seconded by Ms. Sos, and
unanimously carried to recommend that the Board proceed as outlined in Mr.
Newington’s memo and exempt violations for which the discipline or sanction is
limited to administrative citations resulting in fines of $5,000 or less or continuing
professional education. Staff were direct to research whether $5000 is the
appropriate amount.

X. Consideration of What Should be the Criteria and Level of Discretion for
Administrative Suspension.

Mr. Newington recommended as suggested criteria for administrative suspensions 1)
representations made in the notice, 2) The individual's competence or qualifications to
practice under the practice privilege in question and 3) the individual’s failure to timely
respond to a Board inquiry or request for information or documents (see Attachment

__ ). Heindicated that he believed administrative suspension was fairly serious and that
these three areas involve reasonably significant acts. 1t was moved by Ms. Flowers,
seconded by Mr. Schultz, and unanimously carried to recommend Mr.
Newington’s proposal to the Board.

Xl. Comments from Members of the Public.
Members of the public provided comments during the course of the meeting.

XIl. Agenda ltems for Next Meeting.
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Renata Sos, Chair, called the meeting of the Practice Privilege Task Force t6 ordér at
10:20 a.m. and ‘welcomed the*part|0|pants Ms. Sos indicated that Governor
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respond to the request and many would contact the Board to get more complete
guidance. Ms. Franz suggested it would be easier to give them some kind of form such
as a modified “Form E” in which they could check the boxes to report their experience.
Ms. Sos expressed an interest in reviewing such a modified Form E which would be
responsive to the documentation difficulties that might be faced by licensees who have
been practicing for many years. Consideration of this form was scheduled for
discussion at the next meeting.

The Task Force then considered the time frames for response. It was the consensus of
the Task Force that the time frames outlined in the memo were appropriate.
Participants noted that failure to respond to inquiry is already a disqualifying condition.
Ms. Franz indicated that the licensee would not be penalized if the home jurisdiction
failed to respond timely to the Board’s request for information.

The next issue considered by the Task Force related to what would happen to the
practice privilege if the individual being audited unintentionally failed to meet the
practice privilege requirements. It was the consensus of the Task Force that in such a
situation, the practice privilege should be administratively suspended until the deficiency
is remedied.

IV. Consideration of a Process to Address Changes in Reported Information That
Occur During the Term of the Practice Privilege.

Ms. Sos indicated that staff had developed a procedure to address changes in reported
information that occur during the term of the practice privilege (Attachment 3). It was
‘moved by Ms. Flowers, seconded by Mr. lino, and unanimously carried to
recommend Board adoption of the procedure in Attachment 3.

V. Consideration of Whether it Should be a Disqualifying Condition to Have an Unpaid
Fine Related to Practice Privileges.

. Ms. Sos called the Task Force’s attention to a brief memo prepared by Ms. Granick
specific to this agenda item (Attachment 4). It was moved by Ms. Flowers, seconded
by Ms. Sos, and unanimously carried for the Task Force to recommend to the
Board that it be a.disqualifying condition to have an unpaid fine.

VI. Update on Task Force Actions Related to When an Out-of-State CPA Needs to
Apply for a California License Rather than Requesting a Practice Privilege.

Ms. Sos indicated that the memo provided under this agenda item (Attachment 5)
summarizes, for information purposes, the Task Force actions to date related to the
question of when a California license is needed.
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Senate Bill No. 1543

CHAPTER 921

An act to amend Sections 5000, 5015.6, 5076, 5100, 5109, 5134, and
22253.2 of, to amend, repeal, and add Sections 5050 and 5088 of, to add
Sections 5025.2, 5025.3, 5063.3, and 22252.1 to, and to add Article 5.1
(commencing with Section 5096) and Article 6.5 (commencing with
Section 5116) to Chapter 1 of Division 3 of, the Business and
Professions Code, relating to professions and vocations, and making an
appropriation therefor.

[Approved by Governor September 29, 2004, Filed
with Secretary of State September 30, 2004.]

LEGISLATIVE COUNSEL'S DIGEST

SB 1543, Figueroa. California Board of Accountancy: tax
preparers. :

(1) Existing law provides for the licensing and regulation of
accountants by the California Board of Accountancy in the Department
of Consumer Affairs. The provisions creating the board, specifying the
board’s composition, and authorizing the board to appoint an executive
officer become inoperative on July 1, 2005, and are repealed on January
1, 2006.

This bill would change these dates to provide that the provisions
become inoperative on July 1, 2011, and are repealed on January 1, 2012.
The bill would require the Department of Finance, notwithstanding
specified provisions in the Budget Act, to authorize up to $2,000,000
dollars in additional expenditures for the board’s enforcement and
litigation activities. The bill would require funds for these expenditures
to be payable from the Accountancy Fund. The bill would authorize
funds to be encumbered in any fiscal year in which the board enters into
a contract for litigation or enforcement purposes, as specified. The bill
would require funds encumbered for these purposes to be continuously
appropriated. The bill would enact provisions authorizing an individual
whose principal place of business is not in this state, and who has a valid
and current license, certificate, or permit to practice public accountancy
from another state, to engage in the practice of public accountancy in this
state under certain conditions. The bill would also prohibit a licensed
accountant from disclosing confidential information concemning a client
or a prospective client without obtaining the client’s written permission
with specified exceptions. The bill would authorize the board to assess
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for a license is granted or denied, practice public accountancy in this state
only under a practice privilege pursuant to the provisions of Article 5.1
(commencing with Section 5096), except that, for purposes of this
section, the individual is not disqualified from a practice privilege
during the period the application is pending by virtue of maintaining an
office or principal place of business, or both, in this state. The board may
by regulation provide for exemption, credit, or proration of fees to avoid
duplication of fees.

(b) This section shall become operative on January 1, 2006.

SEC. 11. Article 5.1 (commencing with Section 5096) is added to
Chapter 1 of Division 3 of the Business and Professions Code, to read:

Article 5.1. Practice Privileges

5096. (a) An individual whose principal place of business is not in
this state and who has a valid and current license, certificate or permit
to practice public accountancy from another state may, subject to the
conditions and limitations in this article, engage in the practice of public
accountancy in this state under a practice privilege without obtaining a
certificate or license under this chapter if the individual satisfies one of
the following:

(1) The individual has continually practiced public accountancy as a
certified public accountant under a valid license issued by any state for
at least four of the last ten years.

(2) The individual has a license, certificate, or permit from a state
which has been determined by the board to have education, examination,
- and experience qualifications for licensure substantially equivalent to
this state’s qualifications under Section 5093.

(3) The individual possesses education, examination, and experience
qualifications for licensure which have been determined by the board to
be substantially equivalent to this state’s qualifications under Section
5093. -

(b) The board may designate states as substantially equivalent under
paragraph (2) of subdivision (a) and may accept individual qualification
evaluations or appraisals conducted by designated entities, as satisfying
the requirements of paragraph (3) of subdivision (a).

(c) To obtain a practice privilege under this section, an individual who
meets the requirements of subdivision (a), shall do the following:

(1) Inthe manner prescribed by board regulation, notify the board of
the individual’s intent to practice.

(2) Pay a fee as provided in Article 8 (commencing with Section
5130).
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(d) Except as otherwise provided by thls article ‘ or' by board
regulation, the practice privilege commenc .s”when the individuial
notifies the board, provided the fee is recetVed “by thé'board: within 30 -
days of that date. The board shall permit thé' not1f1cat10n t6'be provided
electronically. :

(e) An individual who holds a practice privilége uiider this article:

(1) Is subject to the personal and subjéctrmiattér jurisdietion and
disciplinary authority of the board and the courts of this state.

(2) Shall comply with the prov151ons of this chapter, board
regulations, and other laws, regulations, "afid" "professional ‘Standards
applicable to the practice of public accountancy by the licensegs'of this
state and to any other laws and regulations applicable to individuals
practicing under practice privileges in this state except the individual is
deemed, solely for the purpose of this article, to have met the continuing
education requirements and ethics exammatlon reqiiifemerits of this
state when such individual has met the e '
education requirements of the state in whl'
valid license, certificate, or permit on whi
is based. ) S

(3) Shall not provide public accountancy §€rvi ‘this state‘frof
any office located in this state, except as an employee of a firm registered
in this state. This paragraph does not apply to puiblic accountanc
services provided to a client at the client’s place of* business ot fésidetivei! -

(4) Is deemed to have appointed the regulatory agency of the state that
issued the individual’s certificate, license, or’ penmt upon which
substantial equivalency is based as the 1nd1v1'dual s agent on whotn"
notices, subpoenas or other process may 'bé served in’ ‘arlyaction or
proceeding by the board against the individual.

(5) Shall cooperate with any board investigation of inquit;
timely respond to a board investigation, i
or subpoena for information or documents’and timely “prov
board the identified information and documents

(f) A practice privilege expires one yea
unless a shorter period is set by board reg

(g) (1) No individual may practice under a’practice: ﬁnv1l
prior approval of the board if the 1nd1v1dua1 has, or acqu1res
during the term of the practice privilege; 4ny disqt
under paragraph (2) of this subdivision.

(2) Disqualifying conditions include: '

(A) Conviction of any crime other than a minor traffic violation.

(B) Revocation, suspension, denial, surrender or other disciplitie or
sanctions involving any license, permit, registration, certificate or other

authority to practice any profession in this or any other state or foreign
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country or to practice before any state, federal, or local court or agency,
or the Public Company Accounting Oversight Board.

(C) Pendency of any investigation, inquiry or proceeding by or before
any state, federal or local court or agency, including, but not limited to,
the Public Company Accounting Oversight Board, involving the
professional conduct of the individual.

(D) Any judgment or arbitration award against the individual
involving the professional conduct of the individual in the amount of
thirty thousand dollars ($30,000) or greater.

(E) Any other conditions as specified by the board in regulation.

(3) The board may adopt regulations exempting specified minor
occurrences of the conditions listed in subparagraph (B) of paragraph (2)
from being disqualifying conditions under this subdivision.

5096.1. (a) Any individual, not a licensee of this state, who is
engaged in any act which is the practice of public accountancy in this
state, and who has not given notice of intent to practice under practice
privileges and paid the fee required pursuant to the provisions of this
article, and who has a license, certificate or other authority to engage in
the practice of public accountancy in any other state, regardless of
whether active, inactive, suspended, or subject to renewal on payment
of a fee or completion of an educational or ethics requirement, is:

(1) Deemed to be practicing public accountancy unlawfully in this
state.

(2) Subject to the personal and subject matter jurisdiction and
disciplinary authority of the board and the courts of this state to the same
extent as a holder of a valid practice privilege.

(3) Deemed to have appointed the regulatory agency of the state that
issued the individual’s certificate or license as the individual’s agent on
whom notice, subpoenas, or other process may be served in any action
or proceeding by the board against the individual.

(b) The board may prospectively deny a practice privilege to any
individual who has violated this section or implementing regulations or
comumitted any act which would be grounds for discipline against the
holder of a practice privilege.

5096.2. (a) Practice privileges may be denied for failure to qualify
under or comply with the provisions of this article or implementing
regulations, or for any act that if committed by an applicant for licensure
would be grounds for denial of a license under Section 480 or if
committed by a licensee would be grounds for discipline under Section
5100, or for any act committed outside of this state that would be a
violation if committed within this state.

(b) The board may deny practice privileges using either of the
following procedures:
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Memorandum

To

From

Subject :

California Board of Accountancy
2000 Evergreen Street, Suite 250
Sacramento, CA 95815-3832

Practice Privilege TF Agenda Item II. Board Agenda ltem VIll.F.4.a.
November 18, 2004 November 19, 2004
Practice Privilege Task Force Members Date : November 8, 2004

Board Members

Telephone : (916) 561-1740
Facsimile : (916) 263-3676
E-mail . pfranz@cba.ca.gov

Patti L. Franz N g
Licensing M et

Consideration of a Method for Verification of Attest Experience Through
Random Audit

At its October 5, 2004, meeting, the Practice Privilege Task Force members
requested that staff develop a form to be used during the audit process to verify
whether the 500-hour attest experience requnrement had been met prior to
California practice privilege.

Therefore, attached for consideration by the Task Force is a modification of the
Certificate of Experience currently used for licensure in California. It is envisioned
this form will only be mailed to out-of-state licensees who identify themselves as
signers of attest reports on the notification form.

| will be available at the meeting to answer any questions the Task Force members
may have.

Attachment
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f Stae ol CALIFORNIA BOARD OF ACCOUNTANCY
\“?‘..':.."?'...d 2000 EVERGREEN STREET, SUITE 250
SACRAMENTO, CA 95815-3832
Consurmer TELEPHONE: (9186) 263-3680
Affairs -FACSIMILE: (916) 263-3676

WEB ADDRESS: http://www.dca.ca.govi/cba

CERTIFICATION OF ATTEST EXPERIENCE

PRINT OR TYPE
FULL NAME OF LICENSEE: (No Initials)  (First) (Middle) (Last) U.S. SOCIAL SECURITY #
FIRM NAME (IF ANY) i CURRENT TITLE

BUSINESS ADDRESS (Including City, State, and Zip Code)

BUSINESS TELEPHONE: Area Code ( ) “ Approximate Number of Years
Practicing Public Accountancy

Pursuant to Section 5086.5, you may not sign an attest report unless you have 500 hours of experience in attest services (see
Section 5095 of the California Business and Professions Code). For these purposes, experience is that which has enabled you to
demonstrate an understanding of the requirements of planning and conducting an audit with minimum supervision which results

in opinions on full disciosure financial statements.
Yes No

Have you participated in the planning of an audit, including the selection of the procedures to be performed? }

[
T

Have you had experience in applying a variety of auditing procedures and techniques to the usual and customary
financial transactions included in financial statements?

Have you had experience in the preparation of working papers in connection with the various elements of

. | and Il above?

Have you had experience in the preparation of written explanations and comments on the work performed and its
findings?

V. Have you participated in the preparation of and reporting on full disclosure financial statements? L

| hereby certify, under penalty of perjury under the laws of the State of California, that | have met California’s experience requirement,
Section 5095, prior to the submission of the notification of practice privilege, and that all statements and representations on this form are

true and correct.
Licensee Signature Date Signed

omgﬂatlon

Please estimate your most recent
500 rs of attest experience.
T T
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Memorandum

Practice Privilege TF Agenda ltem il Board Agenda ltem VIII.F.4.b
November 18, 2004 November 19, 2004
To . Practice Privilege Task Force Members

Board Members Date : November 8, 2004

Telephone :  (916) 561-1788
Facsimile : (916) 263-3674
E-mail : agranick@cba.ca.gov

From : Aronna Granick ~ ﬂ%vwx/v\l\/

Legislation/Regulations Coordinator
Subject:  Draft Regulations Related to Practice Privileges

Attached for your consideration are draft regulations related to practice
privileges. It is anticipated that after the Task Force discusses this language
at its November 18, 2004, meeting, revised language will be provided for
Task Force and Board action in January 2005, with a regulation hearing at
the May 2005 Board meeting. ’

Attachment
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Article 4 — Practice Privileges

Section 24. License or Practice Privilege Needed.

An individual must hold a California license or a practice privilege to engage in any
activity defined as the practice of public accountancy by Business and Professions
Code Section 5051 for any California resident or business. An individual who does not
qualify for a practice privilege pursuant to the Article and Business and Professions
Code Section 5096 shall apply for a California license in order to practice public
accountancy in California.

Section 25. Qualifications for and Term of the Practice Privilege.

(a) To be eligible for a practice privilege an individual shall, at a minimum, meet one of
the following qualifications:
(1) Hold a valid license, certificate, or permit from a state determined by the
Board to have education, examination, and experience requirements for
licensure substantially equivalent to the requirements in Business and
Professions Code Section 5093.

(2) Possess education, examination, and experience qualifications that have
been determined by the Board to be substantially equivalent to the qualifications
under Business and Professions Code Section 5093. Pursuant to subdivision (b)
of Business and Professions Code Section 5096, the Board accepts individual
qualification evaluations of substantial equivalency by the National Association of
State Boards of Accountancy’s (NASBA'’s) CredentialNet. Prior to seeking a
practice privilege under this paragraph, an individual shall apply to NASBA's
CredentialNet, pay the required fee, and obtain the required determination. The
individual shall disclose the CredentialNet file number in the notification required
by Sections 26, 27, 28, and 29 and shall make CredentialNet’'s determination
available to the Board upon reguest.

(3) Have continually practiced public accountancy as a Certified Public
Accountant under a valid license issued by any state for four of the last ten years.

(b) Except as provided in Section 30 for practice commencing on or before December
31, 2007 or in those instances in which prior approval by the Board is required pursuant
to Section 32, the practice privilege commences on the date of notification pursuant to
Sections 26, 27, 28, and 29. When prior approval by the Board is required pursuant to
Section 32, the practice privilege commences on the date the practice privilege is
approved by the Board.



(c) A practice privilege, including a practicé pfiilége that is or has been on
administrative suspension pursuant to Business and Professions Code Section 5096.4,
expires one year from that datésefnotifica and cannotibetrenewed.

(d) For purposes of this Article and Business and Professions. Code Section 5096, the
“license upon which the practice privilegeisibasedorttheilicense:upen which thev:  al
substantial equivalency is based” is the license under which the individual qualifies for &
practicep 'vrlegeé“ fstiant'to'p "ragraph (19 of subsection(a :0r thigilicense in thestate

" '“place of busingss for thoserwho qualrfyf ractice privilege under
paragraphs (2) or (3) of subsectront(a)r- Rt Ty e ovat e e

e
53 }

(e) The holder of a« Callfornla ||oense that is expired but subject to renewal is not ellglblef
for a practice privilege. s ‘

Section 26. Notification'Requiremertits:ziGeneral, «if soonas

To obtain apractice privilege-anindividial shall notify:the Board:and, under'penalty of
perjury, certify the truthfulness of all information prowded in thezriotifi (YR
notification shall includethe individual's'name, ‘prior: rames, firmname:(ifany: ddress
of principal‘place of biisiness;: ate fbirth:-social: securlty number;itelephonenuniber,
either a fax number:or-e-mail address; the date-of thenotification, theindividualisi«
signature, either handwritten or an electronic equivélent, the state:whérethesindividual
holds the license upon which the practice privilege is based mcludrng the Ilcense

. 5 CEE Iy
ment" ‘Statements:

I3

~ » - sticeprivilege ishall inélude the followrng
statements made by the lndrvrdual under penaltyiof perjununderithedaws:ofithe State
of Callforma o

(a)'The individhal has aprincipa ‘splace ofibusiness«hat: |stnotJrn» Cdliferniay, afn.dcthe
mduvrdual does not have an offlce in Callfornla other than through a flrm reglstered rn

ey

TR e Y e

(b) The:rndlwdual holds a valldrlrcense to ‘pract|ce pubhc aocountancy in another state

TLOR{ T WM T s Gy IO W S

(¢) The individual meets one of the minimum reqwrements to be eligible: for a. practrceﬂm
privilege described in subsection (a) of Section 25.



(d) The individual understands he or she may sign attest reports under the practice
privilege only if he or she has at least 500 hours of experience in attest services.

(e) The individual is submitting the notice at or before the time of beginning the practice
of public accountancy in California or within five business days of beginning the practice
of public accountancy in California. If the notice is submitted within the five business
days after practice begins, the individual shall identify the date on which the practice of
public accountancy began and explain the reason for the delayed notice.

(f) The individual concurrently is submitting to the Board the required fee.

Section 28. Notification Requirement — Agreements and Consents.

The notification required to obtain a practice privilege shall include the following
agreements and consents made under penalty of perjury under the laws of the state of
California:

(a) The individual agrees to abide by the laws of the State of California including the
California Accountancy Act and the Board'’s regulations.

(b) The individual consents to the personal and subject matter jurisdiction of the Board
including the Board’s authority to: (1) administratively suspend the practice privilege
pursuant to Business and Professions Code Section 5096.4, without prior notice or
hearing and in the sole discretion of the Board; (2) impose discipline pursuant to
Business and Professions Code Section 5096.3 for any violations of the California
Accountancy Act or regulations thereunder and recover costs for.investigation and
prosecution; and (3) exchange information relating to the practice privilege and/or refer
any additional and further discipline to the board of accountancy of any other state,
and/or the Securities and Exchange Commission (SEC), Public Company Accounting
Oversight Board (PCAOB) or other relevant regulatory authorities.

(c) The individual agrees to respond to a Board inquiry even as to a practice privilege
that has expired.

(d) The individual consents to the authority of the Board to verify the accuracy and
truthfulness of the information provided in the notification and consents to the release to
the Board of all information relevant to the Board's inquiries even after the privilege has
expired by (1) contacting other states, (2) contacting the SEC, PCAOB, or any other
federal agency before which the individual is authorized to practice, and (3) contacting
NASBA. '

(e) The individual certifies to having met the continuing education and examination
requirements in the state of licensure upon which the practice privilege is based under
Section 25(d) of this Article.
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The notlfrcatlon requrred 6 obtair a'practrce pnvrlege s'haII mclude"the\followrng
information, the truthfuiness of which the rndrvrdua| certrfles under penalty of perjury
under the laws of the State of Calrfornla S

(a) The occurrence of any of the events described in subsection (a) of Section 32, each
of which may disquilify:thesingividis] fromeapractics privilegeFandithius feqlirss Ioard%"?i
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(1) The individual seeks authorization to sign reports on attest engagements and* i
500 hours of attest expenence.

used Section 2 of the Sarbanes-.xley Act 6f 2002, 21
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31. Payment of the Fee.

The fee required by Section 70(h) must be received by the Board within 30 days of the
date of notification.

(a) An individual is subject to fine of to for the first failure to pay the practice
privilege fee within 30 days of the commencement of the practice privilege, including
attempting to pay with a check that is subsequently dishonored.

(b) An individual is subject to fine of to for any subsequent occurrence of
failure to pay the practice privilege fee within 30 days, including attempting to pay with a
check that is subsequently dishonored.

(c) An individual is also subject to an administrative suspension for failure to pay the
fee, including attempting to pay with a check that is subsequently dishonored. This
administrative suspension shall remain in effect until the Board gives its approval for the
individual to resume practice and shall not extend the term of the practice privilege.

32. Board Approval Required Prior to Commencement of the Practice Privilege.

(a) No individual may practice public accountancy in California under a practice privilege
without prior approval of the Board if he or she has, or acquires at any time during the
term of the practice privilege, any of the following conditions:

(1) The individual is convicted of a-crime other than a minor traffic violation.

(2) The individual has had a license or other authority to practice a profession
issued by a state, federal, or local agency or court or the Public Company
Accounting Oversight Board (PCAOB) revoked, suspended, denied, surrendered,
put on probationary status, or otherwise sanctioned or limited, except for the
following occurrences:

(A) an action by a state board of accountancy in which the only sanction
was a fine of less than $ or a requirement that the individual complete
specified continuing education courses.

(B) the revocation of a license or other authority to practice public
accountancy, other than the license upon which the practice privilege is based,
solely because of failure to complete continuing education or failure to renew.

(3) The individual is the subject of an investigation, inquiry, or proceeding by or
before a state, federal, or local court or agency (including the PCAOB) involving his
or her professional conduct.

(4) The individual has had a judgment or arbitration award in an amount greater than
$30,000 entered against him or her in a civil matter alleging actionable conduct in the
practice of public accountancy. :
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£3y Commencing January 23, 2004 the fee to be charged each California applicant for
the computer-based Uniform Certified Public Accountant Examination, shall be an
application fee of $100 for issuance of the Authorization to Test to first-time applicants
and an application fee of $50 for issuance of the Authorization to Test to repeat
applicants.

(b) Commencing July 1, 2001, the fee to be charged each applicant for issuance of a
certified public accountant certificate shall be $250.

(c) The fee to be charged each applicant for registration, includ“ing applicant for
registration under a new name as a partnership or as a corporation, shall be $150.

(d) Commencing July 1, 2000, the fee to be charged each applicant for the initial permit
to practice as a partnership, a corporation, or a certified public accountant shall be
$200.

(e) Commencing July 1, 2000, the fee to be charged each applicant for renewal of a
permit to practice as a partnership, a corporation, a public accountant, or a certified
public accountant shall be $200.

(f) The fee for the processing and issuance of a duplicate copy of a certificate of
licensure or registration shall be $10.

(g9) The fee for processing and issuance of a duplicate copy of a registration, or permit
or other form evidencing licensure or renewal of licensure shall be $2.

(h) Commencing January 1, 2006, the fee to be charged an individual for a practice
privilege pursuant to Business and Professions Code Section 5096 shall be $100

annually.

Note: Authority cited: Section 5010 and 5018, Business and Professions Code.
Reference: Sections 122, 163 and 5134 Business and Professions Code.



STATE ‘OF CALIFORNIA — STATE AND CONSUMER SERVICES AGENCY ARNOLD SCHWARZENEGGER, Governor

CALIFORNIA BOARD OF ACCOUNTANCY
2000 EVERGREEN STREET, SUITE 250
SACRAMENTO, CA 95815-3832
TELEPHONE: (916) 263-3680
FACGSIMILE: (916) 263-3675
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Practice Privilege TF Agenda ltem V. Board Agenda ltem VIil.F 4.c.
November 18, 2004 " November 19, 2004

NOTIFICATION AND AGREEMENT TO CONDITIONS FOR THE PRIVILEGE TO
PRACTICE PUBLIC ACCOUNTING IN CALIFORNIA PURSUANT TO
CALIFORNIA BUSINESS AND PROFESSIONS CODE SECTION 5096:

Name: Prior Name(s):

Firm Name:

Address Of Principal
Place Of Business:

Telephone Number ~ Fax Number Business
(business hours): (business hours): E-mail:
Date Of Birth: / / Social Security Number:

QUALIFICATION REQUIREMENTS:
1, | am an individual.

2. My principal place of business is not in California and | do not have an office in California
otherthan through a firm that is registered in California and of which 1 am an employee or
| have a pending application for licensure in California under Sections 5087 and 5088.

3. | am qualifying for Practice Privilege based on my valid license to practice public
accountancy in the following state:

State: License Number: Date Issued:

4, [Ja. The state of licensure identified in item 3 is deemed substantially equivalent by the
California Board of Accountancy (see Appendix 1 for list of substantially equivalent
states); OR

[Jb. My individual qualifications have been determined by NASBA to be substantially
equivalent (NASBA file no. _ ); OR

[Je. | have continually practiced public accountancy as a certified public accountant under a
valid license issued by any state for 4 of the last 10 years.

5. | understand that | may sign a report on an attest engagement under this privilege to
practice only if | have at least 500 hours of experience in attest services.

B. | agree to abide by the laws of the State of California, including the California
Accountancy Act (Business and Professions Code Section 5000 et seq., accessible at
http://www.dca.ca.gov/cba/acnt_act.htm) and the regulations thereunder (accessible at
http//www.dca.ca.gov/cba/regs.htm).
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. | consent to the personal and 'suble

8. | agree to1 ,res b*; g to my
California’ practlce piivilége, including ‘after the explratlon of this privilege.

9. | consent to the authority of the CBA-towerify the accuracy and truthfulness of the
information provided in this notification. | consent to the release of all information
relevant to the CBA’s inquiries now or in the future by:

a. Contacting other states;
b. Contacting the SEC, PCAOB or any other federal agency before which | am ‘
authorized-to practice; and o
c. Contacting NASBA, ) o
10. | am submitting this'Aidtice to the CBA:
O at or before the time | begin the practice of public: acceuntancy in California; OR
] within five business days of beginning the practice of public accountancy i i, Callf@rnla on;.
_/__/__. My reason(s) for not providing notice on or before that date:
fvet 5o .. : .

11. CQr; edL 1a dany exam requtr m
state of Ilcensure identified in |tem 3 above

12. In the event that any of the mformatlon in thls notlc'“ehange g:l }yyll\l prowde the CBA
written notice of any such change within 30 days of its occurrence.

13. | am ooncurrently subml’mng the fee of $100.00.
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DISQUALIFYING CONDITION!

Piease check any of the items below that apply. For any checked items in (1)-(6), you must providé additional
information as requested inAttachmentXiandyou-are not authorlzed to:pra - xCaIlforma lihless and
until you receive notice from the CBA that the privilege hasibeen granted: : &84 e~ pe

1 1. |'Have beenconvictedtof a<cri Iether than a‘mmertrafflc vielation: wer c: e
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] 2 | have had a license, regxstratlon permlt or authorlty to eractlce a professnon

surreridéred; dehied; suspended;: revoked or:otherwise dlsmphned oresanotloned except
for the foIIowmg ‘Oteclrrences: . .

than the license upon WhICh the practice prlwlege [
to complete continuing education or failure to renew.
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O] 3. | am currently the subject of an investigation, inquiry or proceeding by or before a state,
federal, or local court or agency (including the PCAOB) involving my professional

conduct.
14, | have an unresolved administrative suspension or an unpaid fine related to a prior
California practice privilege.
] s | did not respond to a request for information from the Board related to a prior practice
privilege.
] &6 | have had a judgment or arbitration award against me in an amount of $30,000 or

greater that involved allegations relating to my professional conduct.

ADDITIONAL INFORMATION (Required):

In addition to the state of licensure identified in item 3, | am also authorized to practice in the following:

State: License Number: Other Authority:

State: License Number: Other Authority:

'| wish to be able to sign an attest report under this practice privilege and | have at least 500 hours of
experience in attest services. ] Yes ] No

‘| am an associated person of a firm registered with the PCAOB. [ ] Yes ] No
My office where | have my principal place of business undergoes peer review. [ | Yes ] No

The state of licensure identified in item 3 requires continuing education in fraud detection and | have fulfilled
this requirement. ] Yes (] No

, understand that any misrepresentation or omission in
connectlon with this notification is cause for termination of my practice privilege in California. Further
1 authorize the California Board of Accountancy to act accordingly, including notifying other state or
federal authorities. | certify under penalty of perjury under the laws of the state of California that the
foregoing information is true and correct.

Signature: . Date:

Your privilege to practice commences with the submission of your completed notification and your fee.
Your privilege expires one-year from the date of this notice.



STATE.OF CALIFORNIA — STATE AND CONSUMER SERVICES AGENCY ARNOLD SCHWARZENEGGER, Governor

Stateof CALIFORNIA BOARD OF ACCOUNTANCY
Cattoria 2000 EVERGREEN STREET, SUITE 250
'\ Devertmert SACRAMENTO, CA 95815-3832
C  ~umer TELEPHONE: (916) 263-3680
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WEB ADDRESS: http:/lwww.dca.ca.gov/cba

ATTACHMENT X

1. If you checked any of items 1 - 6 under disqualifying conditions, please provide explanatory details:

2. If you checked item 6 under disqualifying conditions, please also provide:

Date of Judgment/ ,
Arbitration Award:: Jurisdiction/Court: Docket No:




. gtat’ewof Ca"f;’(';"ia Afa California Board of Accountancy
"+ Depz tment of Consumer Aftairs 2000 Evergreen Street, Suite 250

Sacramento, CA 95815-3832

Memorandum

To

From

Subject :

Practice Privilege TF Agenda ltem IV.A. Board Agenda ltem VIII.F.4.c.i.
November 18, 2004 November 19, 2004
Practice Privilege Task Force Members Date : November 8, 2004

Board Members

Telephone: (916) 561-1740
Facsimile : (916) 263-3676
E-mail : pfranz@cba.ca.gov

Patti L. Franz

Licensing Mana

Electronic Signature for Practice Privilege Notification Forms Submitted
Via the Web

Because it is envisioned a majority of out-of-state licensees will submit their
notification form on-line, the Task Force requested staff to develop language for the
on-line signature block for the notification form. Therefore, staff recommend the on-
line version of the form include the language provided in Attachment 1.

Attached for review are California Civil Code Sections 1633.1 — 1633.17, the
Uniform Electronic Transactions Act (Attachment 2). Section 1633.2(h) states:

“Electronic signature” means an electronic sound, symbol, or process attached
to or logically associated with an electronic record and executed or adopted by
a person with the intent to sign the electronic record.

Below are the assumptions regarding the notification process for a California
Practice Privilege:

e The Nofification and Agreement fto Conditions for the Privilege to Practice Public
Accounting in California will be available on the Board’s Web site. The
individual will have the option of completing the form on-line or downloading the
form from the Web site. The downloaded form would have one signature line
(Attachment 3); the on-line form another (Attachment 4).

« The individual will have a five-day safe harbor period for practice privilege
notification.

e Practice privilege will commence on the date the notice is submitted, uniess the
individual answers affirmatively to any of the disqualifying questions.

e The individual must submit a $100 payment to the Board, which needs to be
received within 30 days of notification pursuant to Section 5096(d) of the
Business and Professions Code.

| will be available at the meeting to answer any questions the Task Force members
may have.

Attachments



Attachment 1

| understand that any misrepresentation or omission in connection with this
notification is cause for termination of my practice privilege in California.
Further | authorize the California Board of Accountancy to act accordingly,
including notifying other state or federal authorities. By typing my name in
the box below and clicking the “I Agree” button | certify under penaity of
perjury under the laws of the State of California that the information
contained in this notice is true and correct. If | am not prepared to so certify, |
understand that | should click the “Cancel” button to discontinue the
notification process.

Full Name
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. CALIFORNIA CODES ATTACHMENT 2

CIVIL CODE _
SECTION 1633.1-1633.17

1633.1. This title may be cited as the Uniform Electronic
Transactions Act.

1633.2. 1In this title the following terms have the following
definitions:

(a) "Agreement" means the bargain of the parties in fact, as found
in their language or inferred from other circumstances and from
rules, regulations, and procedures given the effect of agreements
under laws otherwise applicable to a particular transaction.

(b) "Automated transaction" means a transaction conducted or
performed, in whole or in part, by electronic means or electronic
records, in which the acts or records of one or both parties are not
reviewed by an individual in the ordinary course in forming a
contract, performing under an existing contract, or fulfilling an
obligation required by the transaction.

(c) "Computer program" means a set of statements or instructions
to be used directly or indirectly in an information processing system
in order to bring about a certain result.

(d) "Contract"” means the total legal obligation resulting from the
parties' agreement as affected by this title and other applicable
law.

(e) "Electronic" means relating to technology having electrical,
digital, magnetic, wireless, optical, electromagnetic, or similar
capabilities.

(f) "Electronic agent" means a computer program or an electronic

other automated means used independently to initiate an action or
respond to electronic records or performances in whole or in part,
without review by an individual.

(g) "Electronic record" means a record created, generated, sent,
communicated, received, or stored by electronic means.

(h) "Electronic signature" means an electronic sound, symbol, or
process attached to or logically associated with an electronic recoxrd
and executed or adopted by a person with the intent to sign the
electronic record.

(i) "Governmental agency" means an executive, legislative, or
judicial agency, department, board, commission, authority,
institution, or instrumentality of the federal government or of a
state or of a county, municipality, or other political subdivision of
a state.

(j) "Information" means data, text, images, sounds, codes,
computer programs, software, data bases, or the like.

(k) "Information processing system"” means an electronic system for
creating, generating, sending, receiving, storing, displaying, or
processing information.

(1) "Person" means an individual, corporation, business trust,
estate, trust, partnership, limited liability company, association,
joint venture, governmental agency, public corporation, or any other
legal or commercial entity.

(m) "Record" means information that is inscribed on a tangible
medium or that is stored in an electronic or other medium and is
retrievable in perceivable form.

(n) "Security procedure” means a procedure employed for the

urpose of verifying that an electronic signature, record, or
performance is that of a specific person or for detecting changes or
errors in the information in an electronic record. The term includes

http://www.leginfo.ca.gov/cgi-bin/waisgate?”WAISdocID=94853227722+5+0+0& WAISaction=retrieve 11/8/2004
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a procedure that requires the use 0f algorithms or other codes,
identifying words or numbers, encryption, or callback or other
acknowledgment procedures.

(o) "Transaction" means an action or set of actions occurring
between two or more persons relating to the conduct of business,
commercial, or governmental affairs.

1633.3. (a) Except as otherwise provided in subdivisions (b) and
(c), this title applies to electronic records and electronic
signatures relating to a transaction.

(b) This title does not apply to transactlons subject to the
following laws:

(1) A law governing the creation and execution of wills, codicils,
or testamentary trusts.

(2) Division 1 (commencing with Section 1101) of the Uniform
Commercial Code, except Sections 1107 and 1206.

(3) Divisions 3 (commencing with Section 3101), 4 (commencing with
Section 4101), 5 (commencing with Sectien 5101), 8 (commencing with
Section 8101), 9 (commencing with Sectiofi 9101), and 11 (commencing
with Section 11101) of the Uniform Commercial Code.

(4) A law that requires that specifically identifiable text or
disclosures in a record or a portien of a record be separately ..
signed, including initialed, from the record. However, this
paragraph does not apply to Section 1677 or 1678 of this code or
Section 1298 of the Code of Civil Procedure.

(c) This title does not apply to any:specific tawansaction
described in Section 17511.5 of the Business and Professions Code,
Section 56.11, 56.17, 798.14, 1133, or 1134 of, Sections 1350 to
1376, inclusive, of, Section 1689.6, 1689.7, or 1689.13 of, Chapter
2.5 (commencing with Section 1695) of Title 5 of Part 2 of Division 3
of, Section 1720, 1785.15, 1789.14, 1789.16, 1789.33, or 1793.23 of,
Chapter 1 (commencing with Section "'180L) of Title 2- of Part 4 .of
Division 3 of, Section 1861.24, 1862.5, 1917.712, 1917.713, 1950.5,
1950.6, 1983, 2924b, 2924c, 2924f, 29241, 2924j, 2924.3, or 2937 of,
Article 1.5 (commencing with Sectiorn 2945) of Chapter 2 of Title 14
of Part 4 of Division 3 of, Section 2954.5 o®. 2963 of, Chapter 2b
(commencing with Section 2981) or 2d (comiiencing with Section 2985.7)
of Title 14 of Part 4 of Division 3 of, or Section 3071.5 of, the
Civil Code, subdivision (b) of Section 18608 or Section 22328 of the
Financial Code, Section 1358.15, 1365, 1368.01, 1368.1, 1371, or
18035.5 of the Health and Safety Code, Séction 658, 662, 663, 664,
666, 667.5, 673, 677, 678, 678.1, 786, 10083, 10086, 10087, 10102,
10113.7, 10127.7, 10127.9, 10127.10, 10197, 10199.44, 10199.46,
10235.16, 10235.40, 10509.4, 10509.7, 11624.09, or 11624.1 of the
Insurance Code, Section 779.1, 10010.1, or 16482 of the Public
Utilities Code, or Section 9975 or 11738 of the Vehicle Code. An
electronic record may not be substituted for:amy-notice that is
required to be sent pursuant td Séeétion 1162 of the Code of Civil
Procedure. Nothing in this subdivision shall be construed to
prohibit the recordation of any document with a county recorder by
electronic means.

(d) This title applies to an elect¥onic¢ record or electronic
signature otherwise excluded from the application of this title under
subdivision (b) when used for a transaction subject to a law other
than those specified in subdivision (b).

(e) A transaction subject to this title is also subject to other
applicable substantive law.

(f) The exclusion of a transaction from-the application of this
title under subdivision (b) or (c) shall be construed only to exclude
the transaction from the application of this title, but shall not be
construed to prohibit the t¥andaction from being conducted by

hittp:/owvw legitefo ¢ gov/egibinfwaiisgate W ATSdocID=60291325060+0+0+0& WAISagtion=retrieve  10/12/2004
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‘electronic means if the transaction may be conducted by electronic
means under any other applicable law.

3.4. This title applies to any electronic record or electronic
<« ,nature created, generated, sent, communicated, received, or stored
on or after January 1, 2000.

1633.5. (a) This title does not reguire a record or signature to be
created, generated, sent, communicated, received, stored, or
otherwise processed or used by electronic means or in electronic
form.

(b) This title applies only to a transaction between parties each
of which has agreed to conduct the transaction by electronic means.
Whether the parties agree to conduct a transaction by electronic
means is determined from the context and surrounding circumstances,
including the parties' conduct. Except for a separate and optional
agreement the primary purpose of which is to authorize a transaction
to be conducted by electronic means, an agreement to conduct a
transaction by electronic means may not be contained in a standard
form contract that is not an electronic record. An agreément in such
. a standard form contract may not be conditioned upon an agreement to
conduct transactions by electronic means. An agreement to conduct a
transaction by electronic means may not be inferred solely from the
fact that a party has used electronic means to pay an account or
register a purchase or warranty. This subdivision may not be varied
by agreement. :

(c) A party that agrees to conduct a transaction by electronic
means may refuse to conduct other transactions by electronic means.

a seller sells goods or services by both electronic and

.lelectronic means and a buyer purchases the goods or services by
conducting the transaction by electronic means, the buyer may refuse
to conduct further transactions regarding the goods or services by
electronic means. This subdivision may not be varied by agreement.

(d) Except as otherwise provided in this title, the effect of any
of its provisions may be varied by agreement. The presence in
certain provisions of this title of the words "unless otherwise
agreed, " or words of similar import, does not imply that the effect
of other provisions may not be varied by agreement.

1633.6. This title shall be construed and applied according to all
of the following:

(1) To facilitate electronic transactions consistent with other
applicable law.

(2) To be consistent with reasonable practices concerning
electronic transactions and with the continued expansion of those
practices.

(3) To effectuate its general purpose to make uniform the law with
respect to the subject of this title among states enacting it.

1633.7. (a) A record or signature may not be denied legal effect or
enforceability solely because it is in electronic form.
(b) A contract may not be denied legal effect or enforceability
,lely because an electronic record was used in its formation.
(c) If a law requires a record to be in writing, an electronic
record satisfies the law.

http://www.leginfo.ca.gov/cgi-bin/waisgate?WAISdocID=60291325060+0+0+0& W AlSaction=retrieve  10/12/2004
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(d) If a law requires a signature, an electronic signature
satisfies the law.

1633.8. (a) If parties have agre€ed to conduct a trarisaction by
electronic means and a law requires a-.person to provide; send, or
deliver information in writing to another person, that requirement is
satisfied if the information is provided, sent, or delivered, as the
case may be, in an electronic record capable of retention by the
recipient at the time of receipt. An electronic record is not

capable of retention by the recipient if the sender or its . o
information processing system inhibits the ability of the recipient
to print or store the electronic record.

(b) If a law other than this title requires a record to be posted
or displayed in a certain manner, to be sent, communicated, or
transmitted by a specified method, or teo contain information that is
formatted in a certain manner, all of the following rules apply:

(1) The record shall be posted or dlsplayed in the manner
specified in the other law.

(2) Except as otherwise ptrovided in paragraph (2) of subdivision
(d), the record shall be sent, communicated,. or transmitted by the
method specified in the other law.

(3) The record shall contain the information formatted in the
manner specified in the other law:

(c) If a sender inhibits the ability of a recipient to store or
print an electronic record, the electronic record is not enforceable
against the recipient. :

(d) The requirements of this section may not be varled by
agreement, except as follows:

(1) To the extent a law other thHan this title requires infoermation
to be provided, sent, or delivered in writing but permits that '
requirement to be varied by agreement, the requirement under
subdivision (a) that the informatdenibesin the form of an electronic
record capable of retention ‘may* also-be varied by agreement.

(2) A requirement under a law other-than this title to send,
communicate, or transmit a record by first-class madil may be varied
by agreement to the extent permitted by the other law.

1633.9. (a) An electronic record or electronic signature is
attributable to a person if it was the act of the person. The act of
the person may be shown in any manner, including a showing of the
efficacy of any security procedure applied to determine the person to
which the electronic record or electronic signature was

attributable.

(b) The effect of an electronic record or electronic signature
attributed to a person under subdivision (a) is determined from the
context and surrounding circumstances at theé time of its creation,
execution, or adoption, including the parties' agreement, if any, and
otherwise as provided by law.

1633.10. If a change or error in an electronic record occurs in a
transmission between parties to a transaction, the following rules
apply:

(1) If the parties have agreed to use a security procedure to
detect changes or errors and one party has conformed to the
procedure, but the other party has not, and the nonconforming party
would have detected the change or error had that party also _
conformed, the conforming party may avoid the effect of the changed

ﬂf'tp://' i leg_iﬁffd.\bé‘:é&,}/é'g‘i:ibi‘n%wai‘sgfété?v%L 1Sd0cID=60291.325060+0+0:+0 WAISact1on~retrleve 10/12/2004
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or erroneous electronic record.

(2) In an automated transaction involving an individual, the
individual may avoid the effect of an electronic record that resulted
from an error made by the individual in dealing with the electronic
agent of another person if the electronic agent did not provide an

ortunity for the prevention or correction of the error and, at the

& the individual learns of the error, all of the following
conditions are met:

(i) The individual promptly notifies the other person of the error
and that the individual did not intend to be bound by the electronic
record received by the other person.

(ii) The individual takes reasonable steps, including steps that
conform to the other person's reasonable instructions, to return to
the other person or, if instructed by the other person, to destroy
the consideration received, if any,  as a result of the erroneous
electronic record. .

(1iii)The individual has not used or received any benefit or value
from the consideration, if any, received from the other person.

(3) If neither paragraph (1) nor (2) applies, the change or error
has the effect provided by other law, including the law of mistake,
and the parties' contract, if any. ’

(4) Paragraphs (2) and (3) may not be varied by agreement.

1633.11. (a) If a law reguires that a signature be notarized, the
regquirement is satisfied with respect to an electronic signature if
an electronic record includes, in addition to the electronic
signature to be notarized, the electronic signature of a notary
public together with all other information required to be included in
a notarization by other applicable law.

(b) In a transaction, if a law requires that a statement be signed
‘nder penalty of perjury, the requirement is satisfied with respect
an electronic signature, if an electronic record includes, in

addition to the electronic signature, all of the information as to
which the declaration pertains together with a declaration under
penalty of perjury by the person who submits the electronic 51gnature
that the information is true and correct.

1633.12. (a) If a law reguires that a record be retained, the .
requirement is satisfied by retaining an electronic record of the
information in the record, if the electronic record reflects
accurately the information set forth in the record at the time it was
first generated in its final form as an electronic record or
otherwise, and the electronic record remains accessible for later
reference.
(b) A requirement to retain a record in accordance with
subdivision (a) does not apply to any information the sole purpose of
which is to enable the record to be sent, communicated, or received.

(c) A person may satisfy subdivision (a) by using the services of
another person if the requirements of subdivision (a) are satisfied.

(d) If a law requires a record to be retained in its original
form, or provides conseguences if the record is not retained in its
original form, that law is satisfied by an electronic record retained
in accordance with subdivision (a).

(e) If a law requires retention of a check, that requirement is

cisfied by retention of an electronic record of the information on
the front and back of the check in accordance with subdivision (a).
(£) A record retained as an electronic record in accordance with
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subdivision (a) satisfies a law requiring a person to retain a record
for evidentiary, audit, or like purposes, unless a law enhacted after
the effective date of this title specificadlly prohibits the-use of
an electronic record for a specified’ purpose

(g) This section does not preclude a goverrnmentdl’'agency from
specifying additional requirements for the retentlon of a record
subject to the agency's jurisdiction.

1633.13. In a proceeding, evidence of a record 6r signature may not
be excluded solely because it is in electronic form. -

1633.14. (a) In an automated transaction, 'the following rules
apply: _

(1} A contract may be formed by the interaction of electronic
agents of the parties, even if no individual was aware of or reviewed
the electronic agents' actionhs or the resulting terms and

agreements.

(2) A contract may be formed by the interaction of an electronic
agent and an individual, acting on the individual's own behalf or for
another person, including by an interaction in which the individual
performs actions that the individual is free to refuse to perform and
which the individual knows or has reason to know will cause the
electronic agent to complete the transaction or perférmance.

(b} The terms of the contract are determined by the substantive
law applicable to it.

1633.15. (a) Unless the sender and the recipient agree to a
different method of sending that is reasonable under the
circumstances, an electronic record 18"sefit: whén the information is
addressed properly or otherwise‘difeéted‘ﬁfopérly to the recipient
and either (1) enters an informatiéfi prééeéssing System outside-the
control of the sender or of a pérsori that sent the electronic record
on behalf of the sender, or (2) enters a region of an information
processing system that is under the control of the recipient.

(b} Unless the sender and the recipient agree to a different
method of receiving that is reasonable under the circumstances, an
electronic record is received when the electronic record enters an
information processing system that thHe recipient has designated or
uses for the purpose of receiving electronic¢ reéc¢ords or infermation
of the type sent, in a form capable of béing precéessed by that
system, and from which the recipient is ablé toé retrieve the
electronic record.

(c) Subdivision (b) applies even if the place the information
processing system is located is different' f¥ém"the place the"
electronic record is deemed to be reéeived undetr subdivision (d).

(d) Unless otherwise expressly provided ifn the electronic record
or agreed between the sender and the recipient, an electronic record
is deemed to be sent from the sender's place of business and to be
received at the recipient's place of busihess or, if thé recipient is
an individual acting on his or her own behalf, at the recipient's
place of residence. For purposes of tliis subdivision, the following
rules apply:

(1) If the sender or recipient has more than one place of
business, the place of business of that person is the place having
the closest relationship to the undérlying tratisaction.

(2) If the sender or the recipient does not have a place of
business, the place of business is the sender's or rec1p1ent s
residence, as the case may be. - ~
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. (e) An electronic record is received under subdivision (b) even if
‘no individual is aware of its receipt.

(f) Receipt of an electronic acknowledgment from an information
processing system described in subdivision (b) establishes that a
record was received but, by itself, does not establish that the

atent sent corresponds to the content received.

(g) If a person is aware that an electronic record purportedly
sent under subdivision (a), or purportedly received under subdivision
(b), was not actually sent or received, the legal effect of the
sending or receipt is determined by other applicable law. Except to
the extent permitted by the other law, this subdivision may not be
varied by agreement.

1633.16. If a law other than this title reguires that a notice of
the right to cancel be provided or sent, an electronic record may not
substitute for a writing under that other law unless, in addition to
satisfying the requirements of that other law and this title, the
notice of cancellation may be returned by electronic means. This
section may not be varied by agreement.

1633.17. No state agency, board, or commission may require,
prohibit, or regulate the use of an electronic signature in a
transaction in which the agency, board, or commission is not a party
unless a law other than this title expressly authorizes the
requirement, prohibition, or regulation.
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O] 3. | am currently the subject of an investigation, inquiry or proceeding by or before a state,
federal, or local court or agency (including the PCAOB) involving my professional
conduct. :

] 4, | have an unresolved administrative suspension or an unpaid fine related to a prior
California practice privilege.

] 5. | did not respond to a request for information from the Board related to a prior practice
privilege.

] & I have had a judgment or arbitration award against me in an amount of $30,000 or

greater that involved allegations relating to my professional conduct.

ADDITIONAL INFORMATION (Required):

in addition to the state of licensure identified in item 3, | am also authorized to practice in the following:

State: License Number: Other Authority:

State: License Number: Other Authority:
s
| wish to be able to sign an attest report under this practice privilege and | have at least 500 hours of
experience in attest services. ] Yes [] No

| am an associated person of a firm registered with the PCAOB. [] Yes 1 No
My office where | have my principal place of business undergoes peer review. [_| Yes ] No

The state of licensure identified in item 3 requires continuing education in fraud detection and | have fulfilled
this requirement. L] Yes 1 No

1, , understand that any misrepresentation or omission in
connection with this notification is cause for termination of my practice privilege in California. Further
| authorize the California Board of Accountancy to act accordingly, including notifying other state or
federal authorities. | certify under penalty of perjury under the laws of the state of California that the
foregoing information is true and correct.

Signature: Date:

Your privilege to practice commences with the submission of your completed noftification and your fee.
Your privilege expires one-year from the date of this notice.



AlTACHMENT 4

O 3. | am currently the subject of an investigation, inquiry or proceeding by or before a state,
federal, or local court or agency (including the PCAOB) involving my professional
conduct.

1 4 | have an unresolved administrative suspension or an unpaid fine related to a prior
California practice privilege.

) | did not respond to a request for information from the Board related to a prior practice
privilege.

] 6. | have had a judgment or arbitration award against me in an amount of $30,000 or

greater that involved allegations relating to my professional conduct.

ADDITIONAL INFORMATION (Required):

In addition to the state of licensure identified in item 3, | am also authorized to practice in the following:

State: License Number: Other Authority:
State: . License Number: Other Authority:
| wish to be able to sign an attest report under this practice privilege and | have at least 500 hours of
experience in attest services. ] Yes ] No
| am an associated person of a firm registered with the PCAOB. [ ] Yes [ 1 No
My office where | have my principal place of business undergoes peer review. [ ] Yes ] No

The state of licensure identified in item 3 requires continuing education in fraud detection and | have fulfilied
this requirement. ] Yes ] No

| .understand that any misrepresentation or omission in connection with this notification is cause for
termination of my practice privilege in California. Further | authorize the California Board of
Accountancy to act accordingly, including notifying other state or federal authorities. By typing my
name in the box below and clicking the “I Agree” button | certify under penality of perjury under the
laws of the State of California that the information contained in this notice is true and correct. if | am
not prepared to so certify, | understand that | should click the “Cancel” button to discontinue the
notification process.

Full Name

Cancel

Your privilege to practice commences with the submission of your completed notification and your fee.
Your privilege expires one-year from the date of this notice.
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State of California California Board of Accountancy

“Depariment of Consumer Affairs 2000 Evergreen Street, Suite 250

Sacramento, CA 95815-3832
Memorandum

Practice Privilege TF Agenda ltem V. Board Agenda Item VIII.F.4.d.
' November 18, 2004 November 19, 2004
To . Practice Privilege Task Force Members Date : November 2, 2004

Board Members

L.y
From :  Gregory lzggjvingto

Chief, Enforéement Division

Telephone : (916) 561-1731
Facsimile : (916) 263-3673
E-mail . gnewington@cba.ca.gov

Subject:  Processing of Affirmative Responses to Disqualifying Conditions on the Practice Privilege
Notification Form

Business and Professions Code Section 5096(g) (Attachment 1) lists disqualifying
conditions related to California Practice Privilege. At the September meeting, | provided
the Task Force with the standards and process for evaluating how the disqualifying -
conditions may result in the denial of the practice privilege.

At the time of notification the out-of-state licensee is required to provide additional
information on Attachment X of the Notification Form if they answer affirmatively to any
disqualifying condition, including whether they have been convicted of a crime other than a
minor traffic violation.

Therefore, Licensing staff should permit practice privilege if the individual reports the
following:

¢ Any misdemeanor clearly not “substantially related” to the practice of pubilic
accountancy, such as spousal abuse. ‘

e Any misdemeanor, including those which are “substantially related”, which are more
than 15-years oid.

¢ Any expunged misdemeanor more than five-years old.

e Any expunged conviction over 10-years old.

¢ Driving under the influence.

e Possession/use of a controlled substance.

Licensing staff should refer all other convictions to the Enforcement Division for review, as

well as:

e Professional license discipline or sanction issues.

¢ Matters involving investigations or proceedings related to professional conduct.

e Matters involving judgments or arbitration awards related to professional conduct.
e Matters involving an unresolved administrative suspension.

GPN

Attachment



Attachment 1

Section 5096(q)

(g) (1) No individual may practice under a practice privilege without prior approval
of the board if the individual has, or acquires at any time during the term of the practice
privilege, any disqualifying condition under paragraph (2) of this subdivision.

(2) Disqualifying conditions include:

(A) Conviction of any crime other than a minor traffic violation.

(B) Revocation, suspension, denial, surrender or other discipline or sanctions
involving any license, permit, registration, certificate or other authority to practice any
profession in this or any other state or foreign country or to practice before any state
federal, or local court or agency, or the Public Company Accounting Oversight Board.

(C) Pendency of any investigation, inquiry or proceeding by or before any state,
federal or local court or agency, including, but not limited to, the Public Company
Accounting Oversight Board, involving the professional conduct of the individual.

(D) Any judgement or arbitration award against the individual involving the
professional conduct of the individual in the amount of thirty thousand dollars ($30,000) '
or greater.

(E) Any other conditions as specified by the board in regulation.

(3) The board may adopt regulations exempting specified minor occurrences of
the conditions listed in subparagraph (B) of paragraph (2) from being disqualifying
conditions under this subdivision.
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